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Three Months to Go 


HE debate on the economic situation was still in progress in the 

House of Commons when this issue of The Economist went to 
press, and detailed comment must therefore be postponed. Mr 
Gaitskell’s analysis of the problems now facing Britain contained, 
indeed, nothing unexpected. The essentials are simple. The 
commodity boom of last autumn and winter has raised the cost of 
the things that this country.imports by 43 per cent, while exports 
have expanded correspondingly neither in price nor in volume. At 
the same time, the primary producers of the sterling area have ceased 
to earn a substantial dollar surplus. Britain is temporarily getting 
the worst of two worlds. Thanks in part to the rigidities of bulk 
buying, this country is still paying dearly for its imports while dollar 
earnings, responding more quickly to the fall in commodity prices 
since the spring, have been reduced. The deficit in Britain’s general 
balance of payments is being financed by incurring, faster than ever, 
fresh short-term debts to the other members of the sterling area ; 
and these additional sterling balances are not being matched, as they 
were in the previous eighteen months, by extra assets in the form 
of larger gold and dollar reserves. 


Here are all the ingredients for another period of economic stress. 
One relief can be expected. The terms on which imports are exchanged 
for exports should become, temporarily at least, less unfavourable to 
Britain as import prices belatedly reflect the recent recession in 
commodity markets while export prices continue to creep up, in 
response to past increases in the cost of both raw materials and labour. 
But this change alone can hardly be big enough to close the payments 
gap, and there is likely to be little to help it. The signs are that at 
home inflationary pressures will mount sharply in the autumn and 
will suck more goods into the home market just when the growth 
of German and Japanese competition is making the export markets 
in any case more difficult for British manufacturers. There seems 
at present to be only a slight chance of securing that large increase 
in exports of consumer goods, such as textiles and china, on which 
a future balance in overseas payments depends ; there is no chance 
at all of securing the coal exports that would be most valuable. The 
probability, indeed, is that all the other difficulties will be accentuated 
by an acute shortage of Britisli coal this winter. 


Even if all these matters turn out more favourably than it would 
be prudent to expect, the British economy will continue to depend 
on the willingness of some other countries not merely to leave their 
existing large balances in gferling unspent but to continue to extend 
fresh credit to this country. This willingness is not inexhaustible. 
No one can tell when the breaking-point—the point when creditors 
demand cither British goods or American dollars in payment—may 
come. But it has certainly been brought nearer by the large 
accumulations of sterling during this year. Within the next six or 
twelve months the economy can drift only too easily, if nothing is 
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done, into a sterling crisis that would not merely 
disorganise Britain’s foreign trade but threaten the jobs 
and welfare of large sections of the British people. 


To prevent such a catastrophe there has to be a 
vigorous new export effort ; and no one seriously sup- 
poses that it can be secured primarily by the negative 
measures—the mixture of exhortation and threats, of 
physical controls and penalties on enterprise—that the 
Chancellor of the Exchequer suggested on Thursday. 
Those proposals, and particularly the introduction of 
statutory control of dividends in the autumn, are an 
electioneering programme. At best, they are designed 
to give an appearance of softening—though certainly not 
to remove—the impact of adverse circumstances on the 
British people. And they are therefore bound to make 
the external deficit worse, not better. That deficit has 
arisen precisely because unrealistic Government policies 
have already enabled the British people temporarily to 
defy economic circumstances. In the first quarter of 
1951, they enjoyed a standard of living 5 per cent higher 
than in 1950 although both the requirements of defence 
and the adverse movement in the terms of trade were 
reducing the real resources available for British consump- 
tion. It is, fundamentally, this buying spree, out of step 
with the underlying economic trends, that is now 
reflected in Britain’s renewed inability to pay its way 
abroad. 


The way to correct this failure in economic planning 
is plain enough. It is to remove the surplus purchasing 
power that made the buying spree possible. The 
weapons for such an attack are well known. They are 
higher interest rates and a larger Budget surplus. There 
are, admittedly, enormous practical obstacles to the use 
of such weapons, and no one—the Opposition least of 
all—has yet got down to the details of an effective 
policy. But the obstacles are political, not economic. 
The weakness lies, primarily, not in the weapons of 
economic planning but in the will to use them. A 
Labour Government is not necessarily in this respect 
weaker than a Conservative Government would be. But 
no government can set out deliberately to reduce the 
country’s standard of living when it exists on a trifling 
majority in Parliament and has already lost much 
support in the country. A Labour Chancellor, in 
particular, can adopt a firm financial policy only if his 
government is strong enough to defy many of its own 
supporters. 
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No responsible leader of the Labour Party can sup 
that the Government is at present capable of executj 
such a policy as is needed. The record of the lag four 
months must complete, if that is necessary, the di. 
illusionment. The one fruit of staying in office ha 
been the Budget, and the Parliamentary session ¢n4, 
with just such an economic crisis as the Budget w, 
intended to prevent. It was, indeed, as sound a Bug et 
as the political conditions of last April entitled on. to 
expect. It was also—chiefly because Public opiniog 
did not appreciate its dependence on rising prices, 
fairly popular Budget ; during the summer, Labour hx 
regained some lost support. But in being popular jh. 
Budget has proved also to be weak. The Policies it 
embodied are failing to prevent inflation and to secu 
a balance in external payments. In the atmosphere of 
uncertainty and crisis that must now follow, th 
Government may expect to lose again the support that j 
has gained, with no advantage to itself, since the spring 


The only adequate remedy is a fresh Budget in 
the autumn. But to bring a severe Budget before the 
present Parliament is plainly impossible. It is noy 
beyond question that Mr Attlee can avoid an autum 
election only if he also avoids throughout the winter the 
pressing problems of the British economy. 


It is possible to recognise the sincerity of the reasons 
that have made Mr Attlee decide against an election 
so far. It is impossible to recognise that they now have 
any validity whatever. In effect, Mr Attlee assumed 
that the Government could carry on because it would 
have to deal with few serious problems except in foreign 
policy and defence, on which the parties were substa- 
tially agreed, and the smallness of Labour's majority 
therefore did not matter. The assumption had some 
basis last year, when British policy seemed at last to 
have gained some mastery over economic life in the 
postwar world. The appearance was deceptive. All that 
had really happened was that circumstances had become 
temporarily favourable to Britain. It was the enviror- 
ment, not the control, that had improved. This country 
is now caught up in a new period of greater economi 
stringency. It will drift before a gathering storm unles 
the firm policies possible only for a strong government, 
whatever its party composition, are adopted soon. The 
duty as well as the interest of the Labour Party is, more 
plainly even than before, to appeal to the electorate 1 
October. 


Towards Europe’s Army 


ITH long labour and no little skill another 

European plan of French conception has been 
brought to birth. It is true that the Pleven plan for a 
European army still consists largely of principles and 
hardly at all of facts ; but the interim report that was 
approved in Paris on Tuesday by representatives of 
France, Germany, Italy, Belgium and Luxemburg 
represents an impressive measure of agreement on quite 
revolutionary proposals for an integrated defence organi- 
sation. Allied statesmen have now to see how it can be 
reconciled with the proposals for a German contribution 
to General Eisenhower’s integrated force of national con- 
tingents that have been worked out by the Allied High 
Commissioners and German military experts at the 


Petersberg. If they try hard enough they may yet 


succeed in creating what is called a “common supit 
national political and military authority,” under whic 
will serve the armed forces that members set aside {0 
European defence ; but it would be foolish to pretend 
either that the plan is near realisation or that it would 
not take a long time to realise it. It is in fact les 
advanced than the Schuman Plan for iron, coal and 
steel; and neither plan can come to anything unt 
several further decisive steps have been taken © 
Germany’s relations with France and the rest of Europt. 
There is hard-headedness as well as idealism bet 
this plan for a European army and defence organisatie® 
Many Frenchmen see in it the one way of contro 
rearmament ; others see it as an essential part? 
the united Europe they are trying to build, with (¢ 
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roposals for a Minister of Defence, a Council of 
Ministers and an Assembly as the crucial features. Some 
Germans see in it a way of getting their own rearma- 
ment cheaply and quickly ; Many more see in it another 
means of bargaining their way back to independence and 
equality in Europe and eventually in the North Atlantic 
Treaty Organisation. American political and military 
opinion, which last September was sceptical and 
impatient of this French attempt to delay and control 
German rearmament, has now come round to the view 
that there may be something in it after all: here may be 
, genuine effort towards that integration which General 
Eisenhower and Mr Churchill have lately demanded so 
eloquently. The British Government, quite rightly 
sceptical of anything that detracts from the main effort 
of providing Europe with adequate forces, but quite 
wrongly sceptical of the whole drive towards European 
integration, has watched the negotiations with cold 
alooiness and declared its intention to take no part. It 
prefers the idea of German national contingents to be 
brought under General Eisenhower’s direct command. 


* 


In short, the Pleven Plan proceedings have reached 
the stage at which no real progress is possible unless 
firm decisions are taken about what can and what cannot 
be done about German rearmament and the French 
attitude towards it. The two basic facts in the argument 
are still these: first, that General Eisenhower needs some 
fifty divisions for the defence of Western Europe, and 
has discovered no way of making up that number save by 
getting ten to twelve divisions of German soldiers with 
aa adequate tactical air force ; secondly, that the vast 
majority of Germans do not want, as yet, to make either 
this or any other contribution to the common defence 
until there are sufficient non-German forces on their 
territory to resist successfully any Russian threat to their 
security. In other words, Western Europe cannot be 
defended until the Germans rearm ; and the Germans 
will not rearm until their country is defended. This is to 
state the dilemma very baldly, for there are other motives 
at work in Bonn ; and the question of what the Federal 
Republic will do for defence has become inextricably 
linked up with the question of what the occupying powers 
will do to meet its political claims. If it was believed 
last September that Germans would jump at the chance 
ot bearing arms again, it is now realised that their 
Co-Operation must be bought by political concessions. 
The questions to be settled now, therefore, are two: how 
urgent is Europe’s need of these German divisions ? 
And how high a price it is worth paying for them ? 


For most Americans concerned with the question the 
answer has so far seemed clear. Western Europe must 
have troops on the ground quickly ; and when the United 
States, Britain and France have stretched their resources 
to the utmost they fall far short, for two or three years to 
come, of the number that the generals believe adequate 
for western security in the cold war. The gap can and 
should be filled by Germans, because their quality is 

own, their interest in resisting Communism and Soviet 
“kpansion is obvious, and their dependence on American 
economic pn is notorious. Moreover, if a are to be 

visions trained and equipped 1953—and 
General Hisenhower can Tecrtigaan 1-04 ing earlier 
than that—a start should be made now with recruitment 
and organisation 
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For the French the answer is much more complicated. 
Many of them fear the German strength of the future 
more than they fear the Soviet power of the present. 
They admit the inevitability, if not the need, of some 
German rearmament ; but they want the Germans to 
accept, while still weak, such obligations and’ restrictions 
as will give Europe security against the hegemony of a 
nationalistic Germany. Both deep distrust of the 
Germans and sincere hopes of finding a new relationship 
with them are expressed in their determination to create 
for Western Europe political, economic and military 
institutions in which Germans will accept a partnership 
that both liberates them and engages them. For the 
French the Pleven Plan, the Schuman Plan and the 
Council of Europe are all interlinked. The French, like 
the Germans, want to set a price and strike a bargain. 
They, as an occupying power, will agree to ending the 
Occupation Statute and giving Germany a more equal 
status in Europe provided that the Germans accept in 
advance the defined obligations of European partnership 
and prove that they will work. And these include 
acceptance of a European defence minister or commis- 
sioner to control the generals and their staffs, and to 
influence decisions for or against war ; the integration of 
German units—the French Assembly insists that they 
shall not be called “ divisions”—in European army 
corps ; and the integration of German staff officers with 
their European colleagues. There must be—say the 
French—no new German Staff with its own plans to 
“get back the German east” beyond the Oder-Neisse 
line. 

The British Government, determined to have nothing 
to do with the European army, has followed a wobbling 
middle line. It disapproves of American haste to get 
German divisions ; and it is sceptical of French efforts 
to bind the German Samson ; but it also doubts, rightly, 
whether Federal Germany is capable of becoming the 
Samson that the French fear. For there is at present no 
intention of reviving the German armaments industries 
or of asking the Germans to contribute industrially any- 
thing that cannot be made in the course of peaceful 
production. Indeed, the Germans themselves are 
obviously determined, for the time being at any rate, to 
get all the equipment and arms they need at other 
people’s expense. As the volume of that equipment 
available is still insufficient to meet the full needs of 
Nato, and as the Americans agreed last December with 
their allies that the Germans should come last in the 
queue for such aid, the tendency in London is to mediate 
and murmur festina lente. 


2 


If the Americans are now a good deal closer to the 
French than they were a year ago it is partly because 
General Eisenhower now reads the European situation 
more accurately than did the Pentagon last year, partly 
because the Germans have overplayed their hand. Both 
in Bonn and outside—notably in Social Democrat opposi- 
tion led by Dr Shumacher—it seems to have been 
believed that the Supreme Commander’s search for 
ground troops was so desperate and American weakness 
so aggravated by the Korean war that almost any price 
could be extorted for a German contribution to European 
defence. Politicians and party leadets used the recent 
State elections to make their task of persuading the 
apathetic and defeatist Germans to do something 
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for their own defence even more difficult than it 
already is. Full equality of rights with Europe 
(Gleichberechtigung) was demanded as the condition 
of rearmament. Blackmail is not too strong a word for 
the tatics that have been pursued, and it is only quite 
recently that the Germans seem to have realised that 
the Supreme Commander really meant what he said 
in declaring that he wanted no unwilling soldiers, 
and that the condition of accepting German units 
must be a political understanding “that will con- 
template an eventual and earned equality.” It is, 
perhaps, because the meaning of his words has begun 
to sink in that the Germans have now agreed to the 
mterim report on a European army and that they have 
shown themselves not unreasonable in the technical 
discussion between their military experts and the Allied 
High Commissioners at the Petersberg, where the talk 
was at first of an army of 250,000 men, a very large 
tactical air force, and an independent German general 
staff. 

Te make haste with German rearmament along the 
lines that were laid down last September will lead 
nowhere ; and it is a pity that the American High Com- 
missioner, Mr McCloy, felt it necessary to give recently 
in Washington a picture of the Germans’ readiness to 
defend themselves that was rosier than the evidence 
justifies. It is in the political, rather than the military, 
sphere that haste might bring results. For unless Dr 
Adenauer can show the Bundestag and the German 


Statesmanship 


T the next general election a number of members 

of Parliament are going to lose their seats princi- 

pally because of dissatisfaction with the rising cost of 

living. This will be fate at its bitterest, for the average 

MP has probably-suffered more from rising prices than 

the average member of the community as a whole. He 

sull gets the {1,000 a year he awarded himself in 1946 ; 

prices have risen by more than 30 per cent since then, 

and his expenses, which he must meet out of his salary, 
have risen accordingly. 


The largest item is secretarial assistance. The size 
of the MP’s mail varies a good deal ; broadly speaking, 
the more active he is in his constituency the more letters 
he receives, and the more letters he writes the more he 
has to write. An average figure would perhaps be 
fifteen letters a day. Some members are to be seen in 
the House every morning laboriously answering them 
by hand. But this hardly seems the best use of an able 
or busy man’s tifne, and the majority either have a full- 
time secretary or share one—one girl to two or three 
members. Some have experienced secretaries who will 
answer most of the letters on their own initiative, and 
who keep card indexes of the MP’s “cases,” so that 
when he visits the constituency he can take a bunch of 
cards and show an astounding degree of personal 
interest on the doorstep. Secretarial assistance, if he 
uses it at all, will thus cost the MP anything between 
{120 and £400 a year. Postage, at twenty letters a day, 
will cost £65 and telephone and telegrams may also be 
a substantial item. Constituents who call at the House 
must be entertained and rounds of drinks have to be 
bought in the constituency. Moreover, many MPs have 
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people definite evidence that they will be treated in 1p, 
new western institutions as free and equal partners. he 
will be unable to make good the pledges that have beer 
given in the Pleven Plan. It is almost certain, fo, 
example, that German divisions will have to be raised 
by conscription. To do that it will be necessary to ameng 
the constitution and to hold a general election to approy, 
the act. If such an election were held now, Dr Adenauer 
the good European, would almost certainly lose and p; 
Schumacher, the rabid nationalist, would come inp 
power. In other words, the Americans, British ang 
French have to work out in the months ahead such , 
revision of the Occupation Statute and such concessions 
to Germany’s political claims as will enable the Chap. 
cellor to show his people that it pays to be European, 
If this demonstration cannot be made, then it is mog 
unlikely that anything will come either of the Schuman 
Plan or of the Pleven Plan. German rearmament wil] 
not come about and French policy in Western Europe 
will face utter failure. 


No British Government can stand by at such a junc 
ture with its arms crossed and just tell Europe to get on 
with it. For it is no exaggeration to say that both the 
defence and the unity of Europe depend on the promp 
and magnanimous handling of the German problem 
The Germans in their present mood will not make it 
easy ; but their Government’s adhesion to the first 
sketch of the Pleven Plan is an act of courage which 
should strengthen confidence in its good faith. 


on the Cheap 


to undertake, when they are adopted as candidates, i 
pay a fixed sum each year into the funds of their const- 
tuency party. Trade union nominees pay nothing, and 
since the Maxwell Fyfe reforms Conservatives may not 
contribute more than {50 a year ; but many a Labour 
member is paying as much as {100 a year out of his 
own pocket. 

It is true that all these expenses, except entertaiming, 
count for income tax relief. The member gets {100 
tax free and as much in addition as he can justily. 
Paradoxically, the poorer an MP is the less he is able to 
claim as expenses in his tax return. For if he has no 
income other than his parliamentary salary he will hardly 
be believed if he claims to have nothing left after paying 
his expenses ; the MP with other sources of income cal 
make such a claim, and a few do indeed get almost the 
full £1,000 tax free. With the exception of London 
members whose homes are in their own constituencies, 
MPs may claim relief on the cost of running a second 
home. The cost of running a car qualifies as an expense 
only within the bounds of the constituency, but MPs 
have benefited from the initial allowance of 40 pet cet! 
on the cost of buying a new car. Many who have bought 
and sold a car every year or two will be sadly out ¢ 
pocket when the initial allowance system comes 10 # 
end in April. 

Though accurate generalisation is very difficult, 1 
probably not far wrong to say that, outside the group 
who write their own letters, the ses actually 
incurred by an MP in the course of his business 4 * 
politician can hardly be less than £300 a year. | 
average—for which the appropriate measurement is th 
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median rather than the arithmetic mean—seems to be 
wearer £400 ayear. The MP is therefore left with £600 
to {700 gross—a sum that obviously must be supple- 
mented by other sources of income if the political life is 
to allow its practitioners anything near the standard of 
living that most of them could obtain in other occupa- 
ons. There are perhaps fifty to a hundred members 
living on the £1,000 only, but many of these are elderly 
rade unionists, bachelors or without dependent children ; 
<ome of them are over the retiring age for other occupa- 
sions, so that they are probably not, on balance, the worst 
-ases of hardship. A group which is better off is the small 
number of union members who are paid an income by 
their unions. At the opposite end of the economic scale, 
there are those who are earning very substantial incomes 
and find it an asset to be an MP. Most of them are 
lawyers, successful journalists, and company directors— 
three occupations which can be combined better than 
most with parliamentary work. Even they, however, are 
finding life rather more difficult. The journalist is up 
yainst the shortage of newsprint and the barrister, in 
the present state of the parties, cannot accept briefs that 
would make him miss divisions in the House. 


* 


The MPs for whom the present level of parliamentary 
salaries involves the greatest financial sacrifice are a 
middle group of about a hundred to a hundred and fifty 
members who have no private means and no incomes 
from nominal occupations, but who earn, in addition to 
their salaries, small sums adding up to a few hundred 
pounds a year. To get this additional income they are 
eagerly on the look out fur opportunities to broadcast, 
(0 write an article, to be televised. It is true that the 
same piece of research will do for the speech in the 
House, the constituency speech at the week-end and the 
article in the press—which is paid for at a higher rate 
because the author is an MP. But the opportunities, 
except for the established journalist, are few. Moreover, 
the time in which to earn money is very limited. With 
the extension of the sphere of government the business 
of legislation becomes steadily heavier and more com- 
plicated, At the same time, the burden of constituency 
work has been greatly increased by the growth of 
literacy and the accessibility that the MP is expected to 
display in the age of the common man. The MP, like 
the civil servant, is harassed by people’s efforts to get 
themselves higher on the waiting list for houses or to 
secure a higher war pension. Unless he is lucky enough 
to have a job that dovetails easily into his parliamentary 
work or involves only nominal duties, he finds him- 
self inadilemma. If he is very active as an MP he may 
gain in reputation and in constituency support, but his 
income will suffer. If he tries by his outside work to 
Support a family comfortably and to build up resources 
against old age, or merely against failure in another 
‘lection, he has to scamp his work as an MP—as far as 
his party whips will allow. He may write the necessary 
letters and make the occasional speech, but his study of 
‘omplex legislation is likely to be perfunctory ; and he 


= if he can help it, be available for committee 
WOrk, 


; More important still, he has not time to think politi- 
‘ally. The present poverty of political thought, the fact 


that it is the managerial and technical type of speech 
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which is admired rather than one which raises more 
general principles, reflects this pressure on the MP’s time. 
It is better that the majority of MPs should have outside 
work than that we should be governed by professional 
politicians ; but the salary paid should not be such that 
many MPs are very hard up, or having to work 
desperately long hours in order to avoid being hard up. 
It should even be enough to enable a few devoted mem- 
bers—not just the elderly, the single and the unemploy- 
able—to give all their time to parliamentary work. No 
one wants people to put up for election for the sake of 
the money ; it is better that most men should have to 
make some financial sacrifice by becoming MPs. But 
the sacrifice should not be such that able people consider 
it prohibitive. And that is the point which seems to be 
quickly approaching. 


* 


In theory the present balance of the parties makes this 
a good time to secure an all-party agreement to raise 
members’ salaries. In practice, however, the Labour 
Party would fear the loss of votes involved, and the 
Conservatives would be unwilling to surrender the chance 
to attack them. “MPs Give Themselves A Rise” 
would look bad in the headlines, particularly when 
moderation in wage claims is urged on the rest of the 
community. Would it be possible, then, to give some 
relief in kind ? Free postage would help, though not 
greatly, and it would have its disadvantages. It would 
enable the sitting member to be steadily electioneering 
at public expense from the moment he is elected. A 
greater benefit, and one less likely to be abused, would 
be to supply part-time secretarial assistance free. There 
is an unanswerable case, when a man has been elected 
to Parliament, for providing him with the facilities he 
needs in order to do his work. No other democracy 
treats its politicians in such niggardly fashion as does 
Britain. To provide secretarial help would, it is true, 
mean building a new block of offices. Moreover, the 
pool typist would not be as useful as the personal secre- 
tary ; and the MP whose work, whether private or parlia- 
mentary, is now handled by his own secretary, would not 
benefit. An alternative, which would cater more flexibly 
for the differing needs of MPs, would be to give them 
a fixed grant of, say, £250 towards secretarial assistance. 
The country might not be too unsympathetic if this were 
done “ in view of the increasing burden of coopenrenet 
work,” and if the legislation were backed by a determined, 
all-party effort to bring home to people the fact, so often 
forgotten, that the MP’s £20 a week is not at present 
what he has to spend on himself and his family. Even 
so, a cash provision would probably be less acceptable 
in the country than a provision in kind. And, in either 
case, it would be a great pity if help with secretarial 
expenses encouraged the MP’s constituents to write to 
him more often. 


Pensions are another matter in which the present provi- 
sion is unduly niggardly. If MPs can hardly maintain 
themselves, they can certainly not make provision for 
retirement. Moreover, on top of all the usual humant- 
tarian arguments for pensions, there is a special reason 
why pensions should be provided for MPs: they would 
then be far less terrified of the prospect of a dissolution 
and better able to face the party whips with indepen- 
dence. It was a great strength of the parliamentary 


capacities 
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eae in the old days that MPs were ready to retire to 
eir estates rather than violate their principles and the 
knowledge that an adequate pension was available would 
provide some latter-day shadow of the estate. It would 
do so, of course, only if the arrangements were 
unorthodox in the sense that the amount of the pension 
did not rise with length of service. There would have 
to be some minimum qualification—to have been re- 
elected once or twice rather than to have been elected 
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once. The cost to the Exchequer could be Kept to fair! 
small proportions if the pension were given only when th 
ex-MP’s income would otherwise be less than Pies 
a year. 
There are difficulties in all such proposals, byt they 
should not make the country lose sight of the fact thi: 
the whole democratic system of government depends im 
the quality of the men it puts im office. It is g great 
mistake to try to get statesmanship on the cheap, 


Houses for Russians 


x* argument goes on in the western world about the 
adjustment of domestic policies to defence require- 
ments, it is often forgotten that the Soviet Union, for 
two periods of the last twenty years, has had to deal 
with just these difficulties. Before the war there was 
the period of preparation against the armies of Hitler ; 
after it there was the period of maintaining a high level of 
armaments—but not a full war economy—with which 
to maintain and exploit the international situation 
created by the defeat of Germany and Japan, the weak- 
ness of Europe, and the disarmament of the United 
States and Britain. To the planner in Moscow, therefore, 
the idea of semi-war economy, whether it be three- 
quarters peace or three-quarters war, is familiar ; and 
much that has been 


even in a world at peace, and in the Soviet Union it has 
been a permanent headache to planners. There are signs 
that the shortage has now become particularly acute: 
that is to say, more publicity has been given to it in 
the Soviet press than is usual with defects in the Soviet 
economy. First it was learnt that in the last five years 
rural housing had been sacrificed for the sake of urban 
building and, therefore, failed to reach the planned figure. 
Now it is known that urban building, too, had to be 
curtailed and in the first quarter of this year fell shor 
of the planned amount. There are many reports in the 
Soviet press of “ squatters,” and numerous attacks on 
the town planners, accusing them of constructing smal 
houses in the suburbs instead of big buildings in the 

centre. A recent 
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economy. Informa- 

tion is seldom easily obtained about those economic 
activities that are going badly ; that is to say, obviously 
falling short of the expectations either of the planners 
or of the Russian consumer. But it becomes necessary 
from time to time to put the whole weight of the Com- 
munist party behind a campaign of production, or 
to give some airing to complaints and criticisms that 
are known to be justified and widespread. Only then is it 
clearly revealed how the planners of the Soviet Union 
deal with conflicting priorities and how the consumer in 
the Soviet Union has seen—and still sees—his hopes and 
claims giving place to the demands of heavy industry, 
raw material production and investment in transport, and 
what are called “Great Construction Projects.” 


Such a piecemeal revelation has occurred in recent 
months in the case of housing, a sector of the economy 
in which the needs of the consumer in their most 
primitive form and the demands of heavy industry are 
most clearly in conflict. Shortage of houses is, of course, 
a seamy side of rapid industrialisation that is inevitable 


The task which 
faced the Soviet building industry after the war was 
indeed, tremendous. Even without the destruction 
caused by the war, it was extremely difficult to keep 
pace with the growth of the urban population caused 
by industrial development. From 1926 to 1939 the 
town population grew from 26 million to neatly 56 
million, and from less than 18 to nearly 33 per cent 
the total. The pace slackened during the war, but it has 
picked up somewhat since then, and the urban population 
now greatly exceeds 70 million and accounts for much 
more than one-third of the total. Thus, in the last quatttt 
of a century, room had to be found for nearly 50 millica 
new town-dwellers. New towns were built always with 
the same order of priority; first, workers living ™ 
barracks erected factories, and only then did they build 
houses to live in. 


In this way there s up Magnitogorsk in the Urals, 
Komsomolsk in the a Har and Gioia in Kazakb- 


stan—towns which were not yet on the map before the 
Revolution. In addition to the bigger towns, small 
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workers’ settlements were erected consisting of a 
thousand or more wooden houses, and these are so far 
more numerous than the towns proper. The older towns, 
too, grew up in great strides. In Moscow, for instance, 
the population rose from 2,029,000 in 1926 to 4,137,000 
in 1939 and 5,050,000 in 1950. In the same period the 
population of Baku was almost doubled, rising from 
453,000 in 1926 to 850,000 in 1950 ; and the inhabi- 
tants of Kuibyshev increased from 175,000 to 600,000. 


Such pressure of population would have been a night- 
mare for any town planners, especially as they had to 
compete for scarce resources with equally harassed 
planners in other branches of the economy. Yet, in 1945, 
they had in addition the equally gigantic task of recon- 
struction in the western regions ravaged by the war. The 
residential districts of Stalingrad, Smolensk, Voronej and 
other towns had been completely destroyed, those of 

eningrad, Kiev or Kharkov scarcely less so. According 
to Soviet statistics 1,700 towns and workers’ settlements 
had been reduced to ruins. Out of the 100 million square 
metres of floor space which were to be restored or built 
in the towns during the Five Year Plan (1946-50), some 
60 per cent were needed to rehouse the victims of the 
war in the west. The plan, it is claimed, has been some- 
what overfulfilled ; but even so it does not leave more 
than 4 square yards—that is, six feet by six feet—per 
head of new town-dweller, which is certainly very little 
indeed. (In Britain, 900 square feet is allowed for a 
standard one-family subsidised house.) Yet even this 
was achieved only by the sacrifice of rural building. 
When, in 1949, in view of the tense international situa- 
tion, the Soviet rulers decided to step up the production 
plan for heavy industry, it was clear that consumers’ 
goods industries and housing would be the chief 
sufferers ; and it was housing in the rural areas that first 
felt the axe. By the end of the plan period only 2,700,000 
rural dwellings had been built or restored, or one-fifth 
less than the 3,400,000 dwellings which were to have 
been erected by 1950. 


* 


Towns were given priority over the countryside 
because it was necessary to house the industrial workers. 
Now, with the inexorable logic of scarcity, the planned 
dormitory areas of towns are being sacrificed for the sake 
of factory building, and urban housing is falling short of 
the already inadequate figures of the plan. This must 
cteate much discontent among town workers, and the 
Soviet rulers, to anticipate further trouble, seem to have 
decided to bring the matter into the open and put a 
great part of the blame on incompetence. The Ministry 
of the Building Materials Industry and its head, 
M. Yudin, were chosen as scapegoats. Not only is his 
Ministry being rendered responsible for all the usual 
defects of hasty construction, but it is also strongly 
attacked for supplying in the first quarter of this year 
oaly one-third of the building materials for housing which 
it was to provide under the plan. Such a failure can 
| hardly be wholly the result of incompetence ; it must 
form part of a general policy of putting factories before 
Ouses, 

Thus the second line of attack, directed at town 
pianners, seems more logical. Since resources are and 
will remain scarce, they must be used in the most 


*conomical ways: big blocks of flats.should be built, and 
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they should be erected in the centre of towns so as to 
shorten the range of roads and sewage mains required. 
The recently constituted all-Soviet Housing Committee 
points out accusingly that in most towns the opposite 
policy has been followed. Thus, to quote but a few 
examples, in Kuibyshev and in the centre of the car 
industry at Gorki, small houses accounted for over 9 5 per 
cent of the buildings erected during the last three years. 
In the tractor-producing Cheliabinsk in the Urals, and in 
the oil-refining town of Jaroslav, nearly all the houses 
were built in the suburbs. Both planners and inhabitants 
are equally to blame, it is argued, and the whole policy 
must be quickly reversed. It probably will be. Even so, 
however, and despite the apparent achievements in build- 
ing techniques and in mass production of standard parts 
to be assembled on the site, the housing position is likely 
to remain painful and even to deteriorate as long as the 
Soviet view of the international situation is such that 


heavy industry must have first call on the resources of the 
country. 


The present housing situation is certainly bad, even 
appalling by western standards. The Soviet Press admits 
that in new houses small rooms are allocated grudgingly 
according to a metric quota of floor space. Bureaucrats 
and privileged shock-workers are given priority. In the 
older houses with five-room flats, five families in a flat 
is the rule rather than the exception. Western standards, 
however, should not be rigidly applied, for living con- 
ditions in Eastern Europe were never comparable with 
those of Western Europe, let alone of England. Electric 
light and a good water and sewage system were often 
luxuries even in towns like Lodz, the Manchester of 
Poland. At least all the towns in the Soviet Union now 
have electricity and this is, indeed, something for a 
Russian mujik turned town-dweller, Yet, even this 
patient new townsman, who may in his youth have 
experienced the squalor of housing in Russian 
countryside, is ca able of becoming restless in the long 
run. This is probably the reason why the Soviet head- 
quarters has now sounded the alarm on the housing front. 
It is, however, unlikely to throw any new forces into the 
battle. The five housewives — a kitchen stove may 
well ponder on the fact that, paradoxically enough, this 
overcrowding is one of the penalties the Russians are 
paying for belonging to a nation that is a great inter- 
national power. How great the penalties are likely to 
remain cannot be judged until more is known of the 
objectives of Soviet planners for the future; at the 
moment no plan for 1951 has been published and there 
is no sign of the next five-year plan. It may well be that 
the decision to move closer to a state of full war economy 
has not yet been taken and that Moscow is content for the 
time being with a state of affairs in which defence expen- 
diture is about half-way between the level of the peaceful 
early thirties and that of full preparation for war with 
Germany. 
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NOTES OF THE WEEK 


Mr Acheson and the Cooing Bear 


It is premature to start talking already of a Soviet peace 
offensive, for so much of it consists so far of mere affability— 
and affability costs nothing and commits nobody. Mr Malik’s 
suggestion for a cease-fire in Korea was something that could 
be bitten on; and if it leads even to the beginnings of a 
settlement in Korea, the Soviet leaders will be given full 
credit for helping the Chinese and North Koreans out of a 
nasty situation. But the appearance of an article by Mr 
Morrison in Pravda, the publication in Moscow of a new 
English-language magazine with copious references to the 
historical friendship of Russians, Americans and British, and 
the symptoms of cordiality in Soviet diplomatists that are 
being reported from all over the world—these amount to 
little more than a pleasant and cooling water ice. If they 
are the prelude to acts of friendship and co-operation, well 
and good ; if they are not, they will have to be reckoned as 
part of the plan that is now getting public men from the 
free world to visit Moscow and discuss all manner of topics 
under the auspices of the subversive peace campaign. 

Mr Acheson struck the right note when he spoke in 
Detroit on Tuesday ; indeed, Mr Acheson has for some time 
been formulating western policy more clearly and consis- 
tently than any other western statesman. He insisted that 
the situation remains dangerous so long as Soviet power “ is 
of threatening proportions ” and so long as Moscow “ does 
not show willingness to work for a stable and peaceful world.” 
The object was to block Soviet expansionism without war by 
building an effective system of collective security. While 
that was being done, danger would remain ; to relax the 
efiort would be as dangerous as it is “to fall asleep in a 
blizzard.” 


It may sound callous and stubborn of Mr Acheson to say 
that the free world’s task “remains the same whether our 
adversaries are cooing: like doves or growling like bears” ; 
but the Soviet leaders would probably say exactly the same of 
their task. In Warsaw on Sunday Mr Molotov, who is in 
charge of Soviet foreign policy, found it impossible to do 
anything but growl warnings to possible Titoists in Poland 
and warmongers in the West. If he had given any hint, 
before a picked Communist audience, of a desire to negotiate 
at the great points of tension in Germany and Austria it 
would have been something to treat with attention and 
respect, and the growls could have been ignored. But he 
seemed much more concerned to rally the satellites around 
him by emphasising the solidarity of the Communist bloc— 
includmg 18 million Germans—against the world of the 
Atlantic Pact. It is possible, of course, that the Kremlin 
is seriously frightened of the rearmament that its 
policy has se ames in Europe and the United States ; 
but it will not make concessions to that growing 
power until it is convinced by trial and error that it cannot 
divide peoples and governments by helping the Bevanites. of 
the western world. Those who let themselves be lulled by 
the cooing will help to put. off the day when serious 
negotiation becomes possible. 


* * * 


Persia Thinks Again 


Mr Averell Harriman has won a round by revealing 
that some Persian minds are still half-open to reasoning. He 
has extracted from Dr Mossadegh’s government suggestions 
fer a possible resumption of oil negotiations which concede 
at least one point not previously conceded: readiness to 
negotiate with the British Government. Previously it had 
contended that its quarrel was purely domestic, between 
itself and its concessionaire. The “ suggestions ” are ambigu- 


ously worded, but give grounds for hope that the Persians 
will also concede a second important point: that discussion 
could take place on the basis of the nationalisation law of 
March 15th, which merely established the Principle of 
nationalisation, instead of on that of May tst, which dictated 
the conditions in which the employee of the Anglo-Iraniay 
Company was to be converted into a Persian governmer 
servant. 

Several factors seem to have combined to produce this 
slackening of tension. One is Mr Harriman’s personality: 
he not only impressed the Persians he met, but spurred them 
to be unusually thoughtful and reticent about their talks with 
him. Another was the overwhelming knowledge of the 
conditions of trade in the world’s oil displayed by his accom- 
panying adviser, Mr Walter Levy. A third was the discovery 
that the advertisements of Persian oil for sale, that have been 
appearing in the world press, do not immediately bring , 
queue of customers, particularly when they carry the footnote 
that buyers must bring their own tankers. A fourth—and 
one which may bring dissension inside Persia—is the realisa- 
tion by some Persians of the triumph they are scoring for 
Soviet policy. Attention was drawn in The Economist of 
June gth to the skill with which the Russians had refrained 
from frightening the Persians by displaying their satisfaction 
over the plight of Britain. In recent weeks their delight, 
and the hand they are now taking in events, have been less 
well-concealed, and some Persians have noticed them. 


But the British are not yet past the peak of their difficul- 
ties on account of the situation at Abadan. Trouble between 
company and government has always been exacerbated by 
the sheer distance of the oilfields from Teheran, by the differ- 
ence in atmosphere between a high-plateau capital and a 
coastal desert, and by resultant lack of co-ordination between 
events and tempers—British as well as Persian—in the two 
places. Exasperating nuisance tactics are still being followed 
by the Persian government representatives in the south. 
Some of these are poor men and they have gazed on the rich 
loot which would fall into their hands if they were to be 
able to smoke the British out. The British personnel on the 
spot cannot indefinitely be subjected to their insults. Yet 
it is doubtful whether Dr Mossadegh has the power to call 
them off at long range. The immediate problem for the 
British Government is at Abadan, not in Teheran. 


* * + 


Jordan Without a King 


King Abdullah’s death sent half Jordan into deep 
mourning. But in the other half of his kingdom—on the 
west bank of Jordan that was Palestine till 1949—I!ew tea!s 
are being shed; the same can be said of the refugee camps 
on either bank. Some ex-Palestinians—responsible men wi0 
see the dangers of quarrelling within the Arab world— 
have been ready to work with him. But there is no love lost 
between the thousands of indigent people who regarded his 
annexation of Arab Palestine as traitorous acceptance of the 
line that denies them their former homes, and the deseit 
peoples of the east bank of the Jordan over whom he had 
ruled since 1921. The rift may well widen because he ws 
shot on the west bank, in Jerusalem. In Cairo, a denial of 
complicity in the murder has been issued by his enemies of 
the “Gaza Government” that owes allegiance to the & 
Mufti of Jerusalem, Haj Amin al Husseini. But the mur 
derer’s motive was clearly the same as Haj Amin'’s: vc 
geance on a man who admitted the realities of life and 
existence of Israel. 


Jordan without Abdullah therefore threatens to becom 
a prey to internal quarrels. These could be the more serious 
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because the position about the succession is not clear. King 
\bdullah (a personal memoir on whom appears on page 221) 
must be rated as am unsuccessful parent, for all his virtues. 
He was autocratic and over-repressive of his sons’ activities, 
ind his elder son, the Emir Talal, has become a prey to 
melancholia and fits of violence. If he were never to be well 
-nough to rule, the heir is his son Hussein, a boy of 14. 
Meantime Abdullah’s second son, the Emir Naif, has been 
declared regent. 

These internal difficulties play into the hands of all who 
want change. Among those who wish it must be numbered 
the Mufti, who wants a territory ; the refugees, who want 
heir old homes and jobs again ; the Russians, who want 
rouble for the west, and the “ Greater Syria” aspirants of 
various nationalities who would like an excuse to annex part 
or all of Jordan. Last on the list is the Herut, or expansionist 
arty, in Israel, the waning fortunes of which are described 
yn page 222. With so many pressure groups weighing upon 
the new government of Jordan, the Prime Minister of 
vhich is Tewfk Pasha Abulhuda, must work hard for 
strength at the centre if it wants to preserve stability and 
independence. 


An Election Policy 


Attempts to estimate the likelihood of an autumn elec- 
tion lose none of their fascination at Westminster although 
by now most of the considerations that Mr Attlee can 
possibly take into account—and many that he cannot—have 
been discussed to fine extremes of subtlety. The slightest 
winds seem to convince many members of the House of 
Commons alternately that an election in October or Novem- 
ber is certain and that Mr Attlee and Mr Morrison are deter- 
nined to hang on until the spring. On balance, however, the 
belief that there will be an autumn election seems to have 
hardened in the past few days. And Labour members can 
now face the holidays with the consolation that at least an 
election programme is written. 

This is the statement, drafted primarily to the tastes of 
Mr Morrison, that the party’s national executive committee 
approved on Wednesday. It is, primarily, the moderated 
version of the last election programme that Mr Morrison 
would have preferred in 1950; in domestic policy there 
nas this time been very little serious opposition to the 
principles of “ consolidation” and “ digestion.” The disa- 
greement from the Left was concentrated on the statement’s 
support of the rearmament programme. On Wednesday 
Mr Bevan and his three supporters on the executive com- 
mittee made as much trouble as they could at every stage 
a this argument, but in the end they accepted the majority 
decision. The rumours that they would feel obliged to resign 
proved to be unfounded—which had, indeed, always seemed 
ukely to be the case. 

This statement of Labour policy is now being sent to the 
onstituencies for discussion before it is submitted to the 
scarborough conference in October. The resolutions sub- 
mitted for the conference by the constituency parties and 
‘ade unions were published this week ; both Mr Bevan and 
\onservative commentators have made the most of the fact 
tat an overwhelming majority of the resolutions imply 
‘srcement with Mr Bevan and criticism of the Government. 
‘Us, however, quite wrong to take this as a guide from the 
“astituencies as to the state of feeling in the party. The Left 
"ing is always most vocal at these times, and many of the 
‘solutions are similar enough to make it plain that they have 
“en engineered by a small group of authors. There is no 
aso to doubt that, however Mr Bevan chooses to develop 
. “ampaign during the month before the conference, the 
~scutlve's statement of policy will command a clear majority 
Votes at Scarborough. How many votes it will command 
~ < country, as an election programme, is another question. 


201 
Another Divided Team ? 


In the last Parliament speeches on foreign affairs from 
the Labour backbenches were closely watched for signs of 
revolt against Mr Bevin. It was the Tories’ turn to receive 
similar scrutiny during Wednesday’s debate on foreign affairs. 
The leaders of both parties were looking, eagerly or anxiously, 
for evidence of the rumoured divisions of opinion within the 
Conservative ranks ; in particular, it had been suggested that 
the more hotheaded Tory members were becoming restive 
under the moderating leadership of Mr Churchill and Me 
Eden. 

The signs of disagreement were in fact few. This was 
partly because discussion of the Middle East, the region in 
which the Tories are most impatient about the Government’s 
policy, had been postponed until next Monday. But the more 
important reason is that there is no real, coherent challenge 
to Mr Churchill’s views on the world situation. There is 
some chafing at his demand for restraint during the Persian 
negotiations, and there are some calls for more drastic action 
towards Egypt and in the defence of British interests in the 
South Atlantic. But Labour speakers and publicists are mis- 
leading themselves if they regard this as a significant revolt 
against Mr Churchill’s or Mr Eden’s leadership. Mr 
Churchill has had ample experience at curbing or guiding 
pressure for drastic action—as in the two years of demands 
for a second front—and he has never shown himself afraid 
of the more rigidly Tory elements in the party which, late 
in life, he came to command. He has never set the Left 
wing slogan on its head and cried pas d’ennemis 4 droit. 
There was a period, it is true, when in the Commons Mr 
Churchill appeared to be speaking with a much softer voice 
than Lord Salisbury adopted in the Lords, but on Monday he 
put himself into step with a gibe at Mr Morrison’s “ butter 
fingers ”; the reports of a radical disagreement are baseless. 
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_ The truth is that, in foreign affairs as in home policy, the 
ciering streams of opinion within the Tory Party are likely 
to remain below the surface so long as the party is in opposi- 
ten. Nor ts there much profit for the Tories’ opponents 
attempts to play off personal differences, such as those 
supposed to exist between Mr Churchill and Mr Eden. Mr 
Eden would be less than human (and much less than a 
politician) if he did not at times find that the role of heir 
apparent has its disadvantages. One acute Tory backbencher 
has described the relationship between the two men as akin 
that between Queen Victoria and the future Edward VII 
in the later stages of the Great Queen’s reign. But Mr 
Eden’s loyalty to his leader cannot in any way be questioned, 
and there is in any case no reason to think that his views on 
present policy differ appreciably from those of either Mr 
Churchill or Lord Salisbury. 
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* = * 
Up or Down? 


Hopeful Labour backbenchers have lately been pressing 
the President of the Board of Trade and the junior Ministers 
of his department about the possibility of lower textile prices 
now that the raw material boom is receding. This im- 
patience contrasts strikingly with the reluctance of Labour 
opinion to accept the consequences, in terms of retail prices, 
of the raw material situation at its tightest ; the questioners 
seem to be unaware of the lags from which British consumers 
have benefited on the rise but may suffer on the fall. The 
price increases that have horrified shoppers in the last twelve 
months have accompanied the commodity boom set off by 
rearmament, but have not been primarily caused by it ; until 
recently the influence behind them has been the earlier 
increase in sterling prices due to devaluation. The peak 
in raw material prices reached last spring has as yet made 
enly a minor impact on the final purchaser’s pocket, and its 
passing (assuming that to be more than a temporary phase) 
can afford a correspondingly small relief. Any rejoicing 
should be rather at the withdrawal of a threat of further 
increase than at the promise of a rapid future reduction. 


Last week Mr Bottomley justifiably dodged the point- 
blank supplementary question in which Mrs Mann inquired 
whether he would advise his wife to put off buying blankets 
till the autumn. But to expect any perceptible fall by the 
autumn, which is just when some of the goods made from 
the very dearest wool will be reaching the shops, is to put 
a quite uncharacteristic faith in the beneficent capacity of 
private enterprise to damp down the impact of particular 
scarcities. Looking further ahead, the prospects may be 
brighter—and play their part in Labour’s electoral calcula- 
tions. The hope of lower prices is hardly relevant, however, 
cutside that range of goods in which raw material costs form 
a particularly large proportion of the final price. In the 
world commodity markets, what goes up may come down ; 
it is otherwise with the round of wage increases by which 
inflation is now being immovably built into the cost 
structure. There may be a brief, electorally propitious 
moment when, for many consumer goods, the effect of the 
decline in raw material prices will outweigh that of the rise 
in other costs. To identify this moment.in advance would, 
however, be a feat of successful speculation with which none 
of the historic “ killings ” on the world’s commodity markets 
would stand comparison ; the Government would hardly be 
judging itself on past form if it pinned its hopes to such a 


_ feat. 


* * * 


Candour Begins at Home 


On two occasions in the last week -M.- Spaak, as the 
outstanding personality of the Council of Europe, has shown 
before British audiences a generous understanding of British 
difficulties in co-operating with the movement for European 
unity. Indeed, he has stated their government’s objections 
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to full participation so fully.as to come under SUSPicion of 
drawing a caricature. But there is one feature of his 
advocacy—and, indeed, of Mr Churchill’s ady 

arouses even more suspicion. It ts the refusal ever to oj 
in specific, easily understood form the kind of 
difficulties that have to be overcome. Two years ago this 
vagueness was pardonable, as there was little evidence g 
what these difficulties might be ; now it is no longer pardon. 
able, for the negotiations over the Schuman Plan, the wor. 
ing of OEEC and EPU, and the proceedings of the Coungj 
of Europe have supplied countless illustrations. In some 
cases the difficulties have been overcome ; in others ; 
remain ; in most cases the soundness of the British Gover. 
ment’s insistence on the functional approach, uninspired 
though it sounds, has been proved. 


There is a danger that a pretence which was convenient 
and fair enough at the first session of the European Assembly 
may become a habit ; and the result can only be, sooner o 
later, that some carefully worked out plan for politica) 
economic, or military integration suddenly becomes unwork. 
able when the voters in the countries affected realise wha 
sacrifices are asked of them. There is a danger of this 
happening in Germany as the trade unions examine the 
Schuman Plan. It happened two years ago when the French 
wine-grower and horticulturist realised what was implied 
by the Franco-Italian customs union. It has caused diff- 
culties for Benelux. The British will take more earnestly 
to heart the reproach that they have not done enough fc; 
European unity if they can read of European statesmen 
explaining to voters a little of what will happen when plans 
for integration make their impact on the individual miner, 
farmer and factory worker. 


* * mt 


Progress at Kaesong 


The latest reports from Korea indicate that the Con- 
munists, after an interval to observe reactions in the free 
world, have decided to climb down from their preposterous 
demand that an armistice should be made conditional or 
agreement to withdraw all foreign troops from Korea in 
advance of a political settlement. This is encouraging news 
General Marshall on July 24th made it quite clear in 2 
prepared statement that the American Government refused 
absolutely to withdraw its forces before a settlement had 
been reached, and further that for an armistice to be cor- 
cluded there must be agreement on “a military line which 
would be defensible in the event of any renewal of 
hostilities” and a system of mutual inspection to guard 
against a sudden surprise attack. The United Nations army 
cannot afford to take any chances in dealing with an enemy 
which, as experience has shown, will justify any Blitzkrieg 
simply by asserting in the teeth of the evidence that the other 
side attacked first. 


It seems likely that much patience combined with fim 
resolution will be required before an armistice is obtainec. 
Meanwhile, however, the fighting has in any case died dow. 
The United Nations’ objective of driving the invaders ovt 
of South Korea has been approximately reached, and the 
aim now must be to make sure that they do not come back. 















* * . 


Rearmament Through Peace Committees 


One wonders whether the genuine peace-lovers w! 
attend the meetings and sign the petitions organised by ' 
“British Peace Committee ” and its local affiliates fully unde" 
stand the nature of the international movement to whi! 
they are thereby lending their support. Some informatio? 
about the present activities of the Chinese Peace Commuttct, 
which has the closest links with its British sister throve! 
the World Peace Council, may help to enlighten them. The 
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Chinese Peace Committee (which is also known as the Com- 
mittee to Resist America and Aid Korea) has in recent 
months come to play a central part in the expansion of 
China’s armed forces. Since early June it has devoted its 
nation-wide propagandist network and its considerable 
powers of suasion to securing contributions for the purchase 
of arms ; the latest figures to be proudly announced by 
Peking radio show that over 2,000 aircraft and 200 tanks 


and artillery guns can already be purchased with these 
contributions. 


_ This is not, of course, the Peace Committee’s only func- 
tion. It is also campaigning for greater support for the 
Chinese “volunteer units” at the Korean front; for the 
signing by individuals and groups of “ patriotic pacts” 
pledging herculean efforts in field, factory and school to 
keep the national armed forces supplied and to root out all 
Opposition to the government; and for the recruiting of a 
quarter of a million 16-year-old boys and girls to enter mili- 
tary cadet schools. The Chinese Communist press and radio 
are giving the fullest publicity to these campaigns, adding 
much human interest in the form of such stories as that of a 
mechanic who postponed his wedding in order to work on 
Sunday as part of the arms fund drive. 


*x * * 
Fraud and Identity 


The correspondence, published last week, between Mr 
Ciement Davies and Mr Attlee on the subject of identity 
cards leaves the impression that, while Mr Davies may have 
won a victory on points, he secured no effective verdict ; 
Mr Attlee’s last letter merely broke off the engagement. 
What is more disquieting is that the Government still seems 
determined not to face the issue on its merits. Twelve years 
ago the identity card started on its career as a security 
measure. The country is now asked to believe that it is 
necessary for administrative reasons. Like Mr Willcock, the 
citizen is entitled to ask “ Why?”, and it is to that question 
that, so far, no serious answer has been given. 


Until Mr Willcock’s stand (discussed in The Economist 
of June 30th, page 1550), the card was used for three main 
purposes: by the police, to provide a cross check on 
motorists’ driving licences ; by the Food Ministry, in con- 
nection with the issue of ration books ; and by the Post 
Office to prevent (or hinder) fraudulent withdrawals from the 
Post Office Savings Bank. Mr Willcock has, effectively, 
wrecked the police card index of convicted motorists’ identity 
card numbers. Can the departments substantiate their claims 
for its retention? The Ministry of Food already claims 
to work on the principle that no new ration book is issued 
in renewal unless the earlier book is surrendered. How can 
it be suggested that the production of an identity card as well 
lends any additional safety to the whole operation ? So far 
as the Post Office is concerned, a depositor, to obtain any 
money from his account on demand, must produce his 
savings bank book, which contains his signature, and sign a 
form, thus providing for a comparison of the handwritings. 
All his identity card contains is another version of his signa- 
ture, which would seem to add little to the security of the 
procedure. To cheat the Post Office a man must falsify his 
own book, or steal someone else’s book, or forge a complete 
new book. If he falsifies his own book, the identity card is 
no protection at all to the Post Office. If he can turn out 
false savings bank books he could, presumably, turn out false 
identity cards equally easily; in fact, that would seem to 
be the simpler task. The Government’s answer to Lord 
Reading’s motion on identity cards in the House of Lords 
this week was not known at the time of going to press. But 
the impression left from the discussions of recent wecks is 
that the departments wish to retain the identity card because 
they cherish the belief that the criminal can be deterred from 
crime by increasing the trouble he has to take to succeed. 
One wishes there were some evidence to support that 
pleasant theory. 
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The Highest Civil Service pi 


The resignation of another civil servant of the highes 
rank in order to take up an industrial post ought 
danger signal. Nobody who knows Sir John Wood the 
Secretary of the Board of Trade, will wish to cay 
reproaches upon him. He was seriously wounded at 
first world war and for many years only great gallantry js 
the face of suffering has enabled him to go on bearing 
crushing burden of work and anxiety that falls to the Der. 
manent head of one of the largest and most varied depart. 
ments of state. He is one of the most popular figures jy 
Whitehall and will carry with him into his new Post th 
unalloyed good wishes of his colleagues. 


The incident serves, however, to direct attention to the 
present state of the higher civil service. There are roughly 
thirty-five men of Permanent Secretary rank in the cj 
service ; of these all but four are now §§ or over ; and ox 
of the four exceptions is resigning at the end of the yeq 
There is nothing absolute about the retirement age of (9: 
but all these men have, for a dozen years past, been workin 
far harder than the public can well imagine ; and many ¢ 
the best of them are in poor health. It is safe to say thy 
very few of them will sull be at their desks in five or gy 
years’ time. 


There are, of course, plenty of able younger men in th 
civil service. But it is significant that though there are {oy 
men of Permanent Secretary rank below 50, there are nox 
between 50 and 55, and the gap of the lost generation pie. 
sumably exists in the second and third ranks also. The tak 
of finding thirty men capable of filling the post of Permanent 
Secretary or Deputy Secretary of a department—in add 
tion to the various posts in the nationalised boards and els. 
where which in practice have to be filled from the highest 
ranks of the civil service—will be one of quite exception 
difficulty. It falls to the lot of the Permanent Secretary to 
the Treasury, but Sir Edward Bridges himself reaches his 
59th birthday next week and is beginning to pay the penaliy 
of never having spared himself. 

The efficient functioning of the immensely complicated 
apparatus of state, which is one of modern Britain’s cut 
standing achievements—but which the politicians and th 
public are apt to take for granted—depends entirely upo 
the quality of the very highest civil servants. It is not gomg 
too far to say that the civil service has managed to meet the 
demands hitherto put upon it only at a cost to individual 
far greater than any employer ought to ask of his servants, 
and that it may well crack under the burden if so many 0 
its most experienced members depart in such short order 
There is very little possibility of providing reinforcements 
The service might have been less cavalier at the end of the 
war in its attitude towards the higher ranks of the temporay 
civil servants, more of whom would have stayed if it had nt 
been made so clear to them that their prospects would be 
much worse than in other employments (only two 0: W& 
present thirty came into the service as tempofaries dutng 
the war). But that mistake can hardly be reversed now ; ait 
in any case, though there are brilliant exceptions, it - 
many years to train a Permanent Secretary. The only sc 
answer is drastically to reduce the activities of the state. This 
will not be easy. But it may become compulsory. 
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* * * 


Education Without Work 


It is refreshing that a debate on education should . 
concerned with the content of education as well as with 
details of administration. On this score, Tuesdays deat 
in the House of Commons was well above average. 
Parliamentary Secretary for Education seems to be @ i 
those who are chiefly interested in the primary schoo! : . 
who still cling to the idea that as long as school wort 
brighter it must inevitably be better. Mr Hardman said Ua 


among 
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R. ARTHUR HORNER, general secretary of the | 
National Union of Mineworkers, has given an un- | 
e fortunate impression by his speech foreseeing industrial 
unrest in the event of a Conservative government. He 
need not have intended more than to emphasise the truth 
, as he sees it when he warned that any attempt to reverse | 
the trend of progressive reforms would bring about “ the 


{ greatest Crisis in history.” But he caused a sensation by 
declaring that if a Tory government were returned it was 
certain that there would be a national strike of miners, in 
: view of Tory proposals for the industry. 


‘ Whether he meant it or not, Mr. Horner has only 
C 

. himself to blame if people read a threat that the power of 
; a trade union might be pitted against a democratically 


elected government. And the idea that any trade union 
should dispute with any government the question of who 
rules Britain is one that no supporter of democracy can 
q tolerate. 


; Workers WILL DECIDE 

: Mr. Horner and everyone else should understand that the 
workers of Britain WILL decide the next government. They 
will choose it without resort to strikes, at the polls. No one 
can override them ; they are by far the biggest group in 
the community. The party elected will then govern by 
the majority will of the nation, which is the foundation 
oflaw. Whoever they are, they will have to pay attention 
: to the opinion of the miners in running the coal industry. 
x But their responsibility will be towards the community 
as a whole, 

If miners and other workers fear that a Tory government 
would be bad for them and for the country, they should fling 
their whole weight against the Tories at the polls. But when 
the election is over, all sides must accept the verdict. Votes 
r are democratic weapons ; political strikes are not. The 
) ballot box, and not any orator’s tub, will reveal the will 

of the people. 
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An accurate, constant count of visitors ; 

at the Festival of Britain is essential for eee 
administrative and safety purposes. A Rentrix ‘ ‘ 
installation has been selected for this job. In 
a control room at the South Bank, a Rentrix ’ 
Master Panel provides a minute-by-minute 
record of visitors entering and leaving each 3 
gate and calculates totals instantaneously. 

Rentrix are specialists in counting. What- 
ever your particular needs, counting crowds 
or counting Watchman’s “turns”, a Rentrix 
installation can assist you. For full information ‘ 


write to:. 
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Rentrix Ltd., Millfields Road, Clapton, E.5, Amherst : 3203/5 














It’s an overnight vacation... 





WS No CAV Ds 
by Stratocruiser Speedbird 


It’s a luxury hotel. It’s an airborne yacht. It’s an overnight 
vacation | 

Fly above the weather in pressurized comfort. Compliment 
meals and mealtime drinks. Lower-deck lounge. Private bert 
only £8 . 19 . o extra. No tips or extras. 
LONDON- NEW YORK— 14 FLIGHTS WEEKLY 
7 direct by super-luxurious Monarch service ; also 5 via Prestwick, 
3 via Prestwick and Boston, 1 via Shannon and Boston. 
LONDON -MONTREAL— 4 FLIGHTS WEEKLY 
1 direct ; 3 via Prestwick. Only B.O.A.C, operates sleeper services 
to Montreal. 
por r Travel or B.O.AL., Ai Terminal, Victoria, 
.W.s (ViCtoria 2323) or 75 Regent Street, Wi (MAYfair 6611). 


tae. a ce to 
FLY =~ » BOAC 


BRITISH OVERSEAS AIRWAYS CORPORATIOR 








206 


what matters most at fifteen “is a child’s excitement and 
curiosity about life” and that if it has “ exuberant vitality, 
a sense of humour and a sense of service” it can go a long 
way in adult life. All these are undoubtedly great assets, but 
a certain competence in the three Rs is an advantage that at 
present it is unfashionable to remember. It was all to the 
good that Miss Horsbrugh and others emphasised the import- 
ance of these things. The grammar schools are complaining 
bitterly that their entrants, drilled only in the expertise of 
intelligence tests and accustomed only to “ activity methods,” 
cannot write the simplest essay. 


The other main subject of debate on Tuesday was the 
comprehensive school. Several speakers tried to obtain a 
definition of the Ministry’s policy. In fairness to Mr 
Tomlinson, it should be said that his department has done 
nothing whatever to press for this type of school ; indeed, 
it has done a good deal to curb some of the more extreme 
ideas of local authorities and to point out the difficulties. 
The authorities that have gone ahead with comprehensive 
schools have done so on their own initiative, and Mr 
Tomlinson has very properly remained neutral unless a 
scheme appeared to be impracticable ; Mr Hardman said 
that the Ministry was prepared to see experiments tried out 
by different authorities. But the question about the LCC’s 
proposals, which have attracted most attention, is whether 
the scale of their plans amounts to an experiment, or whether 
it is a steam roller. On this the Government’s views remained 
undefined. 


The Case of the Polish Tankers 


Mr Attlee had some difficulty in answering the questions 
asked last Monday in the House of Commons about the 
Government’s seizure of two tankers which have been built 
in this country for Poland. It would, indeed, be hypocrisy 
to pretend that this action is not a breach of contract. It is 
incontestable that the Polish Government secured the inser- 
tion of a clause in the Anglo-Polish Trade Treaty of 
january, 1949 which expressly provided against just such 
actions. Let it be acknowledged with regret that the cold 
war has driven one more nail into the coffin of international 
and private agreements. 


The ~Government has justified its action under the 
emergency defence powers which it still holds. It is certainly 
not for Poland or any other totalitarian state to object in 
principle to the exercise of such rights; and the Polish 
Government itself has defaulted in its undertaking to com- 
pensate the owners of nationalised property in Poland. 
British history even in recent years has provided instances 
of emergency actions such as the seizure of the battleship 
which was just ready for delivery to Turkey shortly before 
the outbreak of the 1914-18 war. It is apparent that the 
present action against Poland rests on the same assumption 
that a state of emergency exists and indicates that the 
Government may have decided to follow a much more drastic 
policy than hitherto in its trade with the Soviet sphere. 


However severe British practice becomes, it is not likely to 
satisfy the American extremists who sponsored the Kem 
amendment, forbidding economic aid to any country selling 
goods of potential military value to Communists, or the 
framers of the more limited but specific Battle bill, covering 
military as well as economic aid. A stricter British policy will, 
however, make it easier to co-ordinate the controls which all 
countries receiving American aid are imposing. Hitherto it 
has been a difficulty that the Germans could accuse Britain 
of applying fewer restrictions on exports eastwards than they 
were instructed to impose. Britain and Germany both 
present exceptional problems within the whole tangled 
complex of east-west trade, owing to the volume of British 
business and the loopholes offered by the artificial division of 


Germany. Perhaps the Ruhr industrialists who constantly- 
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assert that the British accept contracts which they are forced 
to reject will be impressed by the seizure of the Polish tankers 


* * * 


Marshall Aid and the Colonies 


When Marshall Aid to Britain ceased last January. ; 
was announced that free grants from ECA for colonia 
development would continue, This was welcome but stirre 
no great enthusiasm, because the total aid so far given j 
British colonies through ECA was only £4,000,000, apar 
from a certain amount of technical assistance, and speciq 
loans for expanding the production of strategic materia | 
The grants were so hedged about with restrictions, that the 
Colonial Office was not strongly tempted to put in appli. 
cations. A grant could be made only for specific projec, 
and was given in the form of essential dollar equipment. t 
be bought in the United States. As most of the projects 
were for road development, a major beneficiary under the 
scheme was the Caterpillar Tractor Company, whose produc 
were in great demand. 


Experience soon showed that the part of any project tha 
needed to be paid for in dollars was small, perhaps only 
between 5 and 10 per cent of the total cost. So as mor 
and more equipment became available in Europe, this form 
of help became almost meaningless. The Colonial Office 
contended that it should take the form of supplying dolla 
consumption goods needed in the colonies, thus releasing 
British productive power to supply the capital equipmen, 
It was not until November, 1950, that the Americans, stimv- 
lated by the general recognition that more must be done to 
help the overseas territories, agreed to a radical change in 
the procedure. 


Under the new arrangements, grants need not take the 
form of dollar equipment. Up to §0 per cent of the cost 
of a project can be met by the United States supplying con- 
sumption goods—tobacco and flour—to other colonies pre- 
viously agreed upon by Britain and the United States 
According to this procedure free grants of £2.750,000 have 
now been made in connection with eight colonial projects 
—road schemes in Sierra Leone, Tanganyika, Nigeria and 
Northern Rhodesia ; a rail link in the Gold Coast ; the con- 
struction of wharves in North Borneo ; draining and irngi 
tion for rice production in British Guiana ; and the expansion 
of the Enugu Collieries in Nigeria. Assistance in this form 
has been much appreciated ; more is the pity that such 
satisfactory procedure having at last been established. the 
whole programme lapsed on June 30th. It is thought that 
free grants for general development will now be replaced 
by loans but there is great pressure among certain sections 
of American opinion for some flesh to be put. at long |2s, 
on the bones of all programmes generally known as “ Pois! 
Four.” It is to be hoped that the “general development 
part of ECA aid, small as it is, will not be a victim of the 
many other rival demands. 


* * * 


No More Clerks? 


The development of electronic calculating machines, 
using electrical impulses instead of mechanical counte!s, has 
been going on for some years both in the United States and 
in this country. Hitherto they have been regarded solely 
as a tool—a large and intricate tool—for the research worket. 
The latest model, recently installed in Manchester 
University, is the first-—in this country at least—to b 
factory-produced. It, and others like it, are looked upon ® 
general-p machines. They can carry out ordinary 
srithanesedt Colcubetinne at lightning speed compared W! 
the quickest of desk machines. They can be set to perform 
special complicated calculations and they can store inform 
tion. These qualities have given rise to the popular concer 
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“on of an “ electronic brain.” But this is a misnomer. The 
machine must be fed with carefully worked out instructions 
which it will follow literally. And its powers of choice are 
only such that, according to the result of a test at some point 
‘. the calculation, it can select from alternative courses the 


‘rect one for the subsequent calculation. 


The designers of these latest machines envisage a world 
‘a. which general statistics, commercial accounting and the 
radiousness of PAYE are reduced to the speed of electronic 
circuits. It is not easy to follow the designers into this new 
world where clerks would be comparatively few—but where, 
it is apparent, there would have to be a host of highly 
xilled machine instructors and technicians. The present 
computors seem most suited to perform intricate mathe- 
matical analysis on a fairly small import of data, whereas 
for most commercial uses, the reverse is required—telatively 
simple calculations on a considerable import of data. In 
much of the national census work, the time of actual compu- 
ration is small compared with that required to collect and 
yssemble the raw data and to present them in their final form. 
It is by no means certain that electronic computing can 
make any drastic inroad on the time taken in the preliminary 
sages. If used in accounting, the legality of keeping the 
information in the form required for the machine might 
well be questionable. 

But experiments in the commercial field are being made. 
One of the largest firms of caterers in this country is having 
an electronic calculator built. This is to be subjected to 
tests for commercial use, but it is far too early to say whether 
it will be found at all practicable. Apart from anything 
else, at the present price of about £55,000 for the latest 
model, the electronic computing age hardly seems to be just 
around the corner. 


* * * 


Five Years’ Fun 


In spite of untimely power cuts on the Big Dipper and 
the accident on the Emett railway, cheers greeted Mr 
Stokes’s announcement last Tuesday that the Government 
will ask Parliament to keep the Festival Gardens open for 
five years. Not only visitors but also Londoners—except, 
perhaps, the inhabitants of Cheyne Walk—may be expected 
to welcome a prolonged fun fair. The Gardens opened 
ate, and it is fair neither to the taxpayer nor to the 
designers to expect the undertaking to exhaust its value in 
‘0 short a period as four months. If, as Mr Stokes claimed, 
continued opening will in fact ensure a larger return on the 


capital soaked up by mud and strikes, Parliamentary cheers 
are justified. 


Before the suggestion is approved, however, Mr. Stokes 
should provide convincing evidence that no more capital will 
ve needed. The new lease must not be made a cover for 
the failure of the gardens to yield the estimated return ; and 
i their life is prolonged, some points of organisation will need 
‘consideration. The income of the gardens has been 
restricted not only . Sabbatarianism but also by failures in 
the imagination of the organisers. If they are to continue, 
there could well be more flexibility in such matters as later 
“osing On certain days of the year. But if Chelsea agrees, the 
“ontractors accept, and guarantees are given that no more 
“pital will be asked for at the last moment, few people will 
*ppose Mr Stokes’s suggestion. It is to be hoped that the 
Government is also considering the future of the South Bank, 

café front has provided new evening entertainment for 


ndoners, and whose profits are perhaps as far behind the 
Sstimates as those of 4 fun fair. ' 


Shorter Notes 


The debate on broadcasti i 
ting on Thursday of last 
Week was very largely, as » Brome: f taken up with the 
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Government’s proposal for national councils drawn from the 
local authorities. Apart from this, not much that was new 
emerged. It is, however, worth placing on record that none 
of the Conservative speeches expressed any support for the 
principle of monopoly and all but one attacked it. This 
would not have been possible a few years ago ; it is evident 
that public opinion is moving. 


* 


The Iragi Government has withdrawn from the High 
Court in London an action concerning its dispute with the 
Iraq Petroleum Company about the basis on which its 
royalties are paid. It had contended, and the company had 
denied, that by the terms of their mutual agreement the rate 
in gold shillings per ton was payable at the free market rate 
for gold. The case is adjourned sine die. This initiative 
taken by the Iraqis during the present period of Middle 
Eastern ferment about oil is yet one more proof of their 
commonsense attitude to world affairs. It may also be a 
sign of their belief that the current Baghdad negotiations 
for a new agreement on an overall rate of payment per ton 
of oil extracted are progressing favourably. The rate of 
payment need not necessarily be related to gold. 











Arms for Peace 


The annual meeting of the friends of Peace took place 
this week in Exeter Hall. They seem to be gaining ground 
in public estimation, and were honoured on this occasion 
by having . .. an eminent man of science for their chair- 
man. Free Trade and they are close allies, and would 
bind all nations in bonds of amity. Without peace, the 
law that permits unrestrained intercourse would be a 
dead letter—without Free Trade, peace would have none 
of the intercourse of friendship. As Free Traders, there- 
fore, we share the hopes of the members of the Peace 
Congress, and strive ardently for objects similar to those 
which attract them together. A survey of society some- 
what different from theirs, leads indeed to a conclusion | 





not quite in accordance with a resolution they have 
adopted. Since 1815 the several Governments of Europe, 
notwithstanding the “standing armaments with which 
they menace each other,” have remained at peace... . In 
that time, too, very stirring events have ocourred, quite 
sufficient, according to what took place in 1792-93, with- 
out prudent management, to have plunged all Europe into 
another revolutionary war. It cannot be forgotten that 
the war then begun was incited by the supposed 
defenceless state of France. The Sovereigns of Europe 
and the Minister of England shared the delusidn—amis- 
took the dismantled fortresses of an old tyranny for the 
ruins of a destroyed nation. They supposed that the 
overthrow of the Government had cut the sinews of the 
national power. They expected an easy conquest. ... 
From that example, and from the peace that has been so 
continuously preserved since 1815, with mighty arma- 
ments on all sides, we cannot but suppose that the state 
of preparedness for war had something to do with making 
nations respect each other and with keeping them at 
peace. . . . Though the mutual and friendly relations 
established by Free Trade may make [mighty armaments] 
unnecessary, that has not hitherto been the case. Till 
people generally be more friendly towards each other, and 
till their Governments be altered and improved, we are 
afraid that the armaments will be useful in making the 
Governments respect each other, and in preserving peace, 
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Letters to the Editor 


A Deal with Franco 


Sir——Your note in your issue of 
July 21st treats a serious matter far too 
lightly and superficially. Economic aid 
10 Franco will strengthen his regime and 
I cannot understand how any liberally 
minded person can see in this any pros- 
pective benefit for the Spanish people. 
Furthermore, I believe that moral indig- 
nation, however impotent, and I do not 
believe that it is, will at least preserve 
us our friends in Europe, who will stand, 
or fall, with our liberal sanity. On the 
basest calculation, surrender of the right 
of moral indignation would be an unwise 
and unremumerative sacrifice. 


To expect a reformation of the Franco 
regime is, at best, pathetic, and, more 
truly, is criminally myopic. I feel sure 
that few Spaniards, and even fewer 
Europeans, see the American action as 
“ jnfiltration ” designed to purify, which, 
I take it, is your argument. 


It is unreal to assume that America can 
act bilaterally in Europe. Military (and 
economic) arrangements agreed upon 
between Spain and the United States will 
mmevitably affect Nato’s outlook and 
policy ; these modifications may be little 
to our liking and will certainly be 
damaging to our reputation. Nor is 
Communist propaganda so ineffective as 
to neglect to use this weapon against us. 

Finally, your last sentence seems to me 
to develop your confusion still further. 
We know that it is impossible to live in 
the same world as Fascism, but we have 
yet to come to a similar decision about 
Communism, and until we do, it is wrong 
10 confuse Spanish dictatorship on the 
ene hand with Chinese, Jugoslavian—or 
Russian—on the other.—Yours faithfully, 

London, E.11 J. H. 


A Higher Pound? 


Sir,—In his letter in your issue of 
June 30th “Financier” has raised a 
matter of considerable importance for 
the cohesion of the sterling area. Both 
in England and in Australia I have felt 
that such policy decisions as exchange- 
rate variations have not been suffh- 
ciently discussed, publicly at least, in 
the light of their effects on other sterling 
countries. 


This is especially true in the case of 
policies regarding the drawing-down of 
the sterling balances which are at 
present accumulating in London in the 
accounts of other sterling countries. 
You drew attention in your issue of 
June 2nd to the need to ensure that the 
drawings do not occur in such a way 
as to add further strain to the economy 
of the United Kingdom. At the same 

, the possibility of drawing on these 
ances in bad times is the overseas 
countries’ main incentive to build them 
up. You appeared to have in mind a 
decline in demand for individual 
primary exports at a time of general full 
employment, for any general decline 
weuld surely betoken such a fall in 
world trade and employment that the 


United Kingdom would be glad of con- 
tinued purchases of its exports by over- 
seas countries. Certainly the “ public 
works programmes ” overseas which you 
mention (and the resulting foreign trade 
deficits) should have their merits 
weighed against those of similar schemes 
contemplated to maintain employment 
in the United Kingdom. 

Finally, in elucidation of a point 
“ Financier ” makes, it should be pointed 
out that revaluation of the pound by 
the United Kingdom would be followed 
by many other sterling countries, which 
would thereby avoid the adverse effects 
on their terms of trade ; in certain cases 
the prior revaluation by the United 
Kingdom might make a desirable change 
in an overseas country more politically 
practicable. Where such a change would 
be likely to affect dollar earnings by 
overseas sterling countries we can be 
sure that these repercussions would be 
carefully considered by the United 
Kingdom as custodian of the area’s 
reserves.—Yours faithfully, 

J. O. N. PERKINS 
The University, Melbourne 


Dearer Commercial Credit 


Sir,—In your issue of July 14th you 
say, and it can be granted, that the 
ultimate lenders desire to buttress their 
revenues, against rising costs. On the 
other hand, the earning assets of the 
banking system have been vastly in- 
creased as a result of two world wars, 
while their paid-up capital has not gone 
up in proportion. 

The public has no means of ascertain- 
ing what are the real profits of the banks, 
for they do not (so far as I know) publish 
their gross profits or show what sums 
are paid in taxation. 

The banking system covers up its inner 
reserves, and its contingency accounts 
under the heading “deposits and other 
accounts.” Is there any real reason.for 
the new higher charges? . If so the banks 
should substantiate their demands.— 
Yours faithfully, GEORGE WILSON 

Virginia, Ireland 


Birth Control for India 


Sir,—I doubt whether your corres- 
pondent in India is right in saying that 
“there is in the Hindu religion [sic] no 
such absolute bar to contraception as in 
many Christian creeds.” 

Nearly 25 years ago the Bombay 
Board of Film Censors, of which I was 
a member, viewed an Indian film advo- 
cating birth control. At the end a Hindu 
colleague said to me “It is useless to 
preach birth control to Hindus. We be- 
lieve in the sacredness of life, and that 
is why we marry our children before 
they attain puberty. Otherwise our 
daughters might be deprived of the 
opportunity for conceiving as soon as this 
were physically possible, and we fathers 
would then be guilty of potential 
murder.” 

Has India changed so fast since then 
that birth contro] propaganda will have 
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any appreciable effect? I should jik te 


believe it, but I wonder.—yYours {.)). 


fully, ALAN Grety 
Berkhamsted 
* 


Sir,—There are many people wip 
regard the development of contraception 
as one of the greatest tragedies thar hs: 
fallen on the human race. To such, the 
article in your issue of July 14th mug 
have caused a good deal of pain, To 
give a factual account of what is happen. 
ing is one thing ; to approve it, as ty 
article appears to do, without any cop. 
cession to the principles of (presumabjy 
many readers, is another. And in tix 
towns “going to a clinic is less cop. 
spicuous ; neither neighbours nor hys. 
band need know about it.” Is this 
remark worthy of a responsible weekly 


in a ~ Christian = country ?—Your 
faithfully, Brooxe CRvTcHLEY 
Cambridge 


A Six-Day Week? 


Sir,—I have been reading in your issue 
of July 7th a prophetic report from 
“ Hansard,” July 1, 1967, in which js 
painted a delightful picture of the wei- 
fare state of those days. 

But has it occured to you, that July 1, 
1967 is a Saturday? Does this mean 
the Parliament of the future wil] work 
a six-day week, when the present ten- 
dency for all civilised beings seems 1 
be to do less work for more money ?— 
Yours faithfully, G. W. K. Anperson 

Bristol 

The Week-end (Abolition) 
Provisions) Act was 
EpitTor.] 


Emergenct 
passed in 1951— 


Inquest on Farming 


Sir,—Thank you for publishing M: 
Oliver Smediey’s letter. He is abso 
lutely right. If we wish to stop inflation, 
remove the bottlenecks in producuon 
and prevent the encroachment © 
tyranny in our midst; we must retum 
to a free economy. 

I write as a farmer and a member 0! 
the National Farmers’ Union, and I can 
say that many farmers appreciate 0 
government promises of “fair” prices 
must prove completely hollow and tz! 
all that remains are the condition 
attached to the promises—cond:lons 
which embody undemocratic igs 
tion. —Yours faithfully, 

ANTONY FISHER 








Framfield, Sussex 


Return to Deficit 


Sir,—*“ This disturbing outturn \"* 
learn from your issue of July 21st) may 
have been partly due to the pre-emput? 
of potential exports .. ..” 


Could it not also be at least partly due 
to an inflationary disequilibrium of cu! 
vocabulary ?—Yours faithfully, 

H. A. KEnyo® 


Ashford Common, 
Middlesex 
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Books and Publications 
Man and the Land 


A Natural History of Man in Britain, By H. J. Fleure, Collins. 
Cresset Press, 


A Land, By Jacquetta Hawkes. 


The Earth’s Crust. By L. Dudley Stamp, 
The difference between the first two 
of these books is epitomised in their 
“inctrations. Professor Fleure uses 
splendid photographs, many of them 
sloured, as well as copious and explicit 
ine drawings and plans to document his 
‘ ymprehensive study. Mrs Hawkes has 
cilfully chosen black and white photo- 
staphs to complement and amplify the 
drawings of Henry Moore. and Ben 
Nicholson which interpret and are 
nterpreted by her theme. 


Ai. 

The first book is prefaced by an 
editorial credo: 

We believe that the study of the 
natural history of man in Britain can 
contribute to the view that he must 
be regarded as one with nature, We 
believe that the search for a true rela- 
tionship of man and his environment 
can alone save our beautiful islands from 
wrongful changes, from the degradation 
ind destruction which may result equally 
from unplanned development as from 
wrongfully conceived physical planning. 
‘he author puts the matter more suc- 
-inctly when he pleads for planning “ on 
the basis of function rather than facade.” 


— 


Professor Fleure examines the main 
lines of evolutionary response to environ- 
ment from the combined viewpoints of 
historian, anthropologist, geographer and 
naturalist, disarmingly admitting that 
“no hard and fast line can be drawn, 
30 what is included or excluded is the 
result of decisions that are submitted to 
the tolerant judgment of the reader.” 
The reader will also need considerable 
powers of assimilation to benefit from 
the mass of information which is em- 
bedded in the agglomeration of this story 
‘ our forebears from the emergence of 
hominid forms during the eleven 
advances and retreats of pleistocene ice 
sheets to the pressure of population on 
subsistence which conditions survival 
today. The necessary telescoping of 
carly millenia prescribes a catalogue 
style, the clarity of which is reduced by 
the author’s meticulous balancing of pro 
with con, of exception with rule, in his 
anxiety to guard against schematic 
rigidity. But as the theme broadens, he 
allows himself greater amplitude, and 
gives signs of a pawky humour—as in 
the deliniation of the modern town, from 
~dormitory-village” to “night dead- 
heart” as indicative of social evolution. 

From the fugitive evidence of con- 
tnuity of physical characteristics over 
thousands of years, Professor Fleure 
deduces that a particular group tends to 
show 4 general pattern of choice which 
‘a conditioned social tradition in the 
past and will probably shape future 
development. The main threads which 
‘ppear in this complicated web of evolu- 
Won are unity, initiative and tolerance, 
and the author stresses the value of 
“'stSity, whether in religion, climate, 


Harrap, 


350 pages. 218, 
250 pages. 215. 
120 pages, 183. 


physical type or mental outlook, in pro- 
moting that inherent cohesion based on 
compromise which accepts unorthdoxy. 
Here he shows some inconsistency, on 
the one hand regarding it as a matter 
for congratulation that as a result of 
diversity between barons and king, king 
and church, king and parliament, central- 
isation has been fended off until the 
present generation, and on the other sug- 
gesting that the contemporary effort to 
create the social-service state is a mani- 
festation of old deep-rooted tendencies 
towards communal life which were dis- 
rupted by the Reformation, the en- 
closures and the Industrial Revolution. 

Much of the charm of this book lies in 
glimpses from unaccustomed angles: 
that we owe the great church and many 
old inns and places of amusement at 
Southwark to the dilatoriness of local 
authorities in repairing London Bridge, 
thus necessitating the unloading of 
wagons and a consequent caravanserai ; 
that the medieval worship of the Virgin 
resulted in the improvement in design 
and beauty of women’s clothes ; that the 
aristocratic garb of one generation tends 
to become a service garb of later times ; 
and the endearing revelation that “ one 
frequently finds pins near female skele- 
tons.” 

Mrs Hawkes has chosen an almost 
identical theme in A Land, but to the 
evidence of geologists and archzologists 
she adds that of psychologists and the 
intuitive contributions of poets and 
artists, as well as her own sensitive 
awareness of “the unity of past and 
present, of mind and matter, of man and 
man’s origin.” In place of the wise plan- 
ning which Professor Fleure thinks will 
rescue us from our present misuse of our 
heritage, she urges a change of heart 
brought about by an awakened sensitive- 
ness. Professor Fleure would have us 
constantly remind ourselves of our past 
through the opportunity and proper use 
of museums ; Mrs Hawkes would have 
us feel it in our bones. She is concerned 
with the qualities of the stone which 
makes the land; and stone, in all its 
variety and vagary, its manifestation in 
buildings and its intimate relationship 
with the character and social evolution 
of its people, is as familiar and dear to 
her as are flowers and plants to a 
gardener. All who would appreciate 
architecture with an extra sense, who 
would approach the sculpture of Henry 
Moore with new comfort, and who recog- 
nise the difference between a standard 
of living and a standard of values, should 
read this book. They will read it again. 

The illustrations of the third book are 
the pillars of its argument, and fascinat- 
ing they are. Dr Stamp has constructed 
some thirty three-dimensional models 
of different rock formations, glacial 
valleys, volcanic hills, deltas and the 


scenery and structure typical of various 
geological formations ; these have been 
photographed in colour and amplified 
by captions and diagrams. These, 
together with a brief text, serve to explain 
the more usual features of physical 
geography and geology. The result is 
a most captivating book. 


This new approach to these subjects 
would be entrancing in the schoolroom. 
But the book is not specially intended 
for children. Most adults who have ever 
puzzled over the formation of mountains 
or of cliffs will find this book both 
interesting and informative. But it is 
more than that. It is exciting. With 
a picture or diagram a page it is truly 
“geology without tears.” The riddles 
of the earth’s surface are answered 
before our eyes, 


Travels in Indo-China 


A Dragon Apparent. By Norman Lewis. 
Jonathan Cape. 317 pages. 15%. 


This is a fascinating travel book about 
Indo-China. Mr Lewis went there in 
1949 and appears to have left early in 
1950. During that time he moved about 
in the country as much as he could, 
approaching the problem of doing so not 
as a political observer or journalist but 
as what he clearly proves himself to be— 
a writer of great distinction and a brave 
man who is not to be deterred by the 
incidental perils of a land at war. The 
result is a book which should take its 
place in the permanent literature of the 
Far East. It should certainly be of 
general interest to all, whether they know 
the Orient or not, who are concerned 
with the study of ancient civilisations, 
with the problems of backward peoples 
and colonialism, and with the Com- 
munist struggle of our own time. The 
book is beautifully illustrated with 28 
photographs including a brilliant, 
coloured frontispiece; the coloured 
photography used for the jacket is quite 
exceptional. 


Mr Lewis based his travels on Saigon 
and made four round trips—up into the 
territory of the Mois north of Dalat, 
round the delta with the French army, 
through Cambodia up to Angkor, and 
finally to Luang Prabang in northern 
Laos. If any criticism is to be made of 
such an intrepid traveller, it is that he 
saw relatively little of the Vietnamese, 
who, after all, are the most numerous 
people in Indo-China, and he never 
visited Hanoi or the Red River valley. 
But, as he makes clear, he did not go to 
study the war. Indeed, this relative 
detachment from politics gives his obser- 
vations about current problems a special 
poignancy. Politics, of course, cropped 
up at every turn—Mr Lewis managed to 
visit a Viet Minh command post in the 
Plaine des FJoncs—and the gloomy verdict 
to which he was driven seeps through 
much of his writing, however much he 
obviously admired individual French- 
men. Since Mr Lewis left Indo-China, 
General de Lattre has transformed the 
military situation in the north. Yet it éa 
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It is still possible for you to begin 
collecting the greatest literary work 
of the Century. Your bookseller will 


be glad to show you copies. 


aeee —35- 
SS  - 


‘When before, through all the centuries of this 


island’s history, has such a theme been matched 
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with such d pen? — WILSON HARRIS reviewing Volume II in THE SPECTATOR 
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VOLUME IV, TO BE PUBLISHED BY CASSELL AUGUST 3 


! |THE HINGE OF FATE 


From the fall of Singapore to the plans for the invasion of Italy. Jan. 1942— May 1943 
928 pages, 37 maps, 22 in colour, 4 folders, 25/- net 

















\ VOLUME I—THE GATHERING STORM ! 


| “Assured of the standing of a classic in its own right”— Manchester Guardian 


‘ “There is no book like it. Monumental, formidable, devastating and enthralling” 
— B.B.C. broadcast by WicKHAM STEED, former editor of The Times 


VOLUME II— THEIR FINEST HOUR 
“This work is undoubtedly among the great books of the world” 
— MAJor GENERAL SIR EDWARD SPEARS, K.B.E., C.B., National Review 


VOLUME IIi—THE GRAND ALLIANCE 


“‘There need not be the slightest misgiving about it. This volume too is superb” 
— Yorkshire Post 
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“Will be read in ages as far removed from ours 
as we are removed from the great historians of 
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antiquity —G. M. YOUNG broadcasting on Volume I in the B.B.C. HOME SERVICE 
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nard to see how even a full-scale victory 

wuld sweeten the atmosphere of sullen 
-ssentment at the mere presence of the 
French which at times impressed itself 
on Mr Lewis. The future alone can 
orove how far he is right. 


Leblanc Widnes 


A History of the Chemical Industry 
in Widnes. By D. W. F. Hardie, 
Imperial Chemical Industries, 250 pages, 


21S. 


The rock-tipped promontory of 
Widnes in Lancashire, jutting out into 
‘he Mersey estuary to form the Runcorn 
Gap, is one of the classical sites of the 
British heavy chemicals industry. Dr 
Hardie’s history, commissioned last year 
when the town celebrated the centenary 
of its basic industry, traces its develop- 
ment mainly through the lives of the 
fgunders and personalities of “ Leblanc 
Widnes.” 

The tale of Nicolas Leblanc, the 
French surgeon who in 1790 won a prize 
of 100,000 francs from the Duke of 
Orleans for inventing a practical process 
to produce soda from salt, but who lost 
orize, patron and factory in the Revolu- 
con, is well known. His process, intro- 
duced into England soon after, was not 
firmly established there until the 
zighteen-twenties ; it coincided with the 
repeal of the salt tax—but did not, Dr 
Hardie emphasises, follow upon it. It 
required the import of American sulphur 
and of Spanish pyrites for the develop- 
ment of the process. First established 
in Liverpool, it was driven from there 
by complaints about the noxious fumes 
it poured into the atmosphere around 
the alkali factories. St. Helens, and 
pre-eminently Widnes, became its new 
homes. These two places offered prox- 
imity to the Cheshire saltfield and 
Lancashire coal; railway and canal 
facilities, as well as a position on the 
estuary favourable for the import of raw 
material and the export of alkali; ready 
access to customers such as St. Helens 
glassmakers, the soap and metal indus- 
tries of Warrington, and the Lancashire 
manufacturers of cotton. And at that 
time there were few residents to com- 
plain about the fumes. 


For some thirty years—between 1847 
and the mid-seventies—the Leblanc 
process and Widnes were supreme. 
Then came the introduction into Britain 
xy Ludwig Mond of the Solvay 
immonia-soda process which was more 
‘ficient. By 1890 depression had set in 
‘or the alkali trade. The Widnes manu- 
‘acturers combined into the United 
Alkali Company, and searched assidu- 
ously for technical improvements to 
regain Leblanc leadership ; but in vain. 
As a method of alkali manufacture, it 
was finally discontinued in the 19208. 
But the making of sulphuric acid—as 
cardly needs emphasis in 1951—has 
cecome an important industry in its own 
right, and hydrochloric the main 


‘onstituent of the Leblanc fumes, is now 
made by essentially the same process. 
Today, housing the General Chemicals 
Division of Imperial Chemical Indus- 
‘tes, Widnes produces more than a 
tundred varieties of 
organic chemicals. 


inorganic and 


Dc Hardie’s style, which punctuates 
personalities with technical, local and 
occasionally economic detail, is uneven, 
but his subject matter is intrinsically 
attractive. A town with a history only 
a hundred years long, with many of the 
original families still connected with its 
industry, and with so cohesive an indus- 
trial purpose, is the researcher’s dream ; 
and Dr Hardie thas had access to 
descendants, family records and diaries, 
and the archives of the Leblanc indus- 
trialists whose businesses were gathered 
first into United Alkali and later—with 
Mond, their old adversary—into ICI. 


The Born Servant 


By C, R. Fay. 
398 pages. 308. 


Readers of Mr Fay’s earlier books have 
admired the way in which he hops over 
the hedges of the main thoroughfares of 
economic history to cull some curious 
fact or some illuminating coincidence, 
leaving his pedestrian colleagues to con- 
tinue down the hard high road of trends 
and policies. But in his latest volume 
what was an amiable eccentricity has 
become a cause of bewilderment. His 
publishers call the method “ impression- 
ist”; his readers might have another 
name for it. He has so obviously enjoyed 
writing the book that he seems to have 
forgotten everyone else. What he has 
provided is the raw material for a full- 
length biography of a very important, if 
colourless, figure in the fiscal and 
economic history of this country. Even 
then, it is the age rather than the man 
which is illustrated by this collection of 
records. 

We begin with the documents about 
Huskisson’s death, an event strangely 
out of character with the rest of his un- 
dramatic career. On page 297 we learn 
about his family and education. He was 
Member of Parliament for Chichester 
and Liverpool, and his family came from 
Staffordshire—a sufficient excuse for a 
wealth of detail about Sussex, Mersey- 
side and the Midlands generally. Mr Fay 
has the scholar’s zest for such excursions, 
but sometimes we wish we could see the 
wood instead of the trees. 

Commissioner for Woods and Forests, 
Under-Secretary for War, Agent for 
Ceylon and the Cape—such is the 
Huskisson of this volume. A _ second 
volume is promised to deal with “ the 


Huskisson and his Age. 
Longmans, 
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Great Partnership ” with Canning which 
began when Huskisson became President 
of the Board of Trade in 1823. Then 
only did he emerge from obscurity “ to 
practise those commercial improvements 
to which he owes all his glory.” So 
wrote Greville, in one of those cool 
appraisals by way of obituary notices 


with which the Diary is studded; 
Mr Fay, however, calls it “a con- 
temptible mis-appreciation.” At least 


they both agree that “ Huskisson was a 
born servant, and could never have held 
with success the highest office.” The 
best assessment of Huskisson’s real im- 
portance is still Professor Brady’s, pub- 
hished twenty years ago. For the earlier 
period the indefatigable industry dis- 
played in this volume reveals much that 
is interesting about the man, his friends 
and his times—provided the reader is 
painstaking enough to dig it out for 
himself. 


The Soviet View 


Soviet Documents on Foreign Policy. 
Vol. I, 1917-1924. Selected and edited 
by Jane Degras. Geoffrey Cumberlege. 
Oxford University Press. sot pages. 428. 


This is the first of three volumes of 
Soviet official documents on foreign 
policy, edited for the Royal Institute of 
International Affairs by Mrs Degras. 
The present volume covers the infancy 
of the Bolshevik state. The official state- 
ments, speeches and notes here collected 
deal mainly with the Bolsheviks’ rela- 
tions with the governments of neigh- 
bouring states in Europe and Asia. There 
is a great deal about Bessarabia and about 
Russo-Polish problems, and some corre- 
spondence with the French and Polish 
governments about the 1922 Rappallo 
treaty with Germany. Among the 
curiosities is the abortive treaty with the 
“Finnish Socialist Workers’ Republic” 
of March 1, 1918. The appeals to the 
workers and peasants of Turkey (p. 164) 
and Persia (p. 161) are examples of the 
revolutionary rhetoric on which the 
Soviet leaders at first relied. They may 
be compared with the formal treaties with 
Turkey (p. 237) and Afghanistan (p. 233). 
Of considerable interest also are a letter 
from Chicherin to Sun Yat-Sen, and a 
joint statement by Joffe and Sun Yat-Sen 
on Russo-Chinese relations (p. 370). The 
volume ends with the “ Zinoviev letter” 
incident in Anglo-Soviet relations. 
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This random list of examples should 
at least give some impression of the scope 
of the collection. It will be an invalu- 
able reference work for students of Soviet 
affairs. The presentation of the material 
in chronological order rather than by 
subjects is convenient to the historian, 
though it may discourage the superficial 
reader. All readers should of course use 
this book together with works by non- 
Soviet writers. If not, they may fall a 
prey to the crude but not unskilful revo- 
lutionary propaganda contained in almost 
every document. The policy of the 
Soviet Union in these years was far from 
being as nobly unselfish as the words of 
Soviet spokesmen suggest. 


The Royal Institute and Mrs Degras 
have earned the gratitude of the public 
by this effort. Perhaps they will consider 
& suggestion for a further enterprise. 
The editor states in the preface that 
Comintern documents have not been in- 
cluded, as they would “ extend the field 
too widely and make selection even more 
difficult.” For the purposes of this series 
this decision was no doubt right. But 
could not a separate series of Comintern 
documents be produced ? Such a series 
might include the main reports and 
speeches at Comintern congresses and at 
some of the more important congresses 
of national Communist parties—for in- 
stance the German, Chinese, French, 
Polish and Bulgarian—and of the socialist 
congresses at which affiliation with the 
Comintern was discussed—for instance 
Halle 1920 or Livorno 1921. The collec- 
tion of such material should not be im- 
possible. Especially for the years 
1919-23, it would be of great value. 


Good for One Shilling 


Geiting to Know English Literature. 
By T. G. Williams. 123 pages. 


Finding Out about Atomic Energy. By 
Dr. J. L. Michiels, 122 pages. 

A Short History of Our Own Times 
(1919-1950). By Esmond Wright. 126 
pages. 

A Signpost to Mathematics. By A, H. 
Read. 123 pages. 


Thrift Books. Watts. 1s. each. 


The “ Thrift Books ” are described by 
their publisher as “a companion series 
to the Thinker’s Library.” The first 
eight titles indicate that they are intended 
to be strictly educational and informa- 
tive, elementary introductions for adults. 
It will no doubt now be easier to 
restrict the parent series to “ the classic 
works in which the masters of modern 
thought embodied, for the general 
reader, their views.” 

At one shilling, the new series is 
attractive. The style is popular—though 
net so much so as the titles and chapter 
headings sometimes suggest—but the 
standards are academic. Dr Michiel’s 
little introduction to nuclear physics is 
a model of its kind. Dr Read finds 
several new and suggestive ways of 
introducing some primary topics of 
modern mathematics, but he. does not 
waste time on the illusion that the sub- 
ject can be made easy to those who 
have no bent for it. In his “ History Of 


Our Own Times” Mr Wright manages 
to pack a great deal of information into 
his short narrative. He writes modestly, 
without that tendency to treat current 
history as a series of problems-to-be- 
solved which afflicts so many writers of 
text books on international affairs. 
Literature is in its nature less amenable 
to this kind of treatment, and English 
literature is a large order. Mr Williams 
has concerned himself as much with 
questions of general aesthetics as with a 
mere chronicle of books and authors. 
Collectively, these books show sound 
editorial judgment. 


Shorter Notices 


Introduction to Economics. By Henry 
William Spiegel. Blakiston, 589 pages. 
$c. 

§ 


Readers of Professor Spiegel’s excellent 
“Current Economic Problems” will be 
naturally predisposed to find in his “ Intro- 
duction to Economics” the same qualities 
of clear thought and realistic judgment as 
distinguished the earlier work. They are, 
indeed, not lacking. The layout of 
“Introduction to Economics” shows a 
novel and ingenious balance and juxta- 
position of particular equilibrium theory 
and the study of aggregates ; the relevance 
of theory to concrete problems is made 
clear ; and the style is commendably free 
of that gobbledigook to which ‘economists 
in general and American economists in 
particular are—with some shining excep- 
tions—so painfully prone. 


Nevertheless, “ Introduction to Econo- 
mics” is a disappointing book. It is, 
according to the author’s preface, intended 
to cover the ground of “an intensive one- 
semester course or a less intensive two- 
semester course,”; it is thus meant for 
readers starting from scratch and not, pre- 
sumably, hand-picked in advance. ©The 
picture of such readers using their newly 
acquired and unpractised technique, only 
half-way through the course, on the “ cob- 
web theorem ” or on an introduction to the 
Theory of Games, is frankly depressing ; 
while if one assumes more advanced stand- 
ing at the start, the level of the questions 
proposed for discussion at the end of each 
chapter, and the corresponding biblio- 
graphies, are surprisingly elementary. 
“Introduction to Economics” is probably 


- best regarded as a book for teachers, who 
‘ will certainly find it stimulating and valu- 


able. It is hard to think of any group of 
students who would not be better served 
by any one out of a number of its com- 
petitors. 


Readings in Rural Problems. By V. V, 
Sayana. 5S. Chand and Company, Delhi. 
184 pages. Rs. 5. 


This is a slight book, composed mainly 
of papers Dr Sayana has read on various 
occasions to learned societies. Such of his 
figures as are based on his own original 
research are of great interest. They show, 
for instance, the enormous rise in the price 
of land in the last few years, and demon- 
strate that the Indian peasantry has not so 
much paid off its debt—though the total is 
undoubtedly somewhat lower than before 
the war—as failed to increase it at a time 
when steadily increasing prices have been 
annually lightening its real weight. 
Obviously recent tenancy and moneylender 
legislation have had considerable success 
in improving the peasant’s position. 

More important than any of Dr Sayana’s 
conclusions, however, are his attitudes. He 
still holds to the Indian economist’s tradi- 
tional belief in such notions as co-operative 
farming and reducing the middle man’s 
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commission ; but he is obviously 
to have his doubts. He has, for example, 2 
uncomfortable feeling that the middle no. 
after all, does perform a function, tha a 
peasant society where goods come 10 the 
market in small and marginal amounts 
eomebody must collect them, grade then 

ack them and despatch them to the towne 

© know that the middleman charges «, 
much for what he does is only the beginnine 
of wisdom ; a solution requires an sire 
mative which is equally effective as wel) 
cheaper. That Mr Sayana has not ye Zot : 
but he at least knows that it is wha i 
should be looking for. se 


beginning 


The Place of Reason in Ethics, », 
Stephen Toulmin. Cambridge Universi 
Press. 228 pages. 16s. ; 


Books about ethics tend to be either to 
heavy and technical for the layman or ta 
emotive and woolly for the specialist, \; 
Toulmin, however, has achieved the Tate 
distinction of writing a book which is both 
readable and technically competent. \; 
Toulmin’s book has the additional interes 
of approaching the subject in a more poc- 
tive way than has been fashionable. He ix 
concerned to show, firstly, not only where 
previous moral philosophers have gone 
wrong, but also what their positive cop- 
tribution has been to the logic of moral 
statements. Secondly, Mr Toulmin has ; 
theory of his own about reason in ethics 
which he equates with “giving reasons” 
for moral judgments. 


The Edison Group. Published by the 
Edison Company, Milan. 186 pages, 


The ten hydro-electric power generating 
companies of the Edison group in northem 
Italy have just produced a fascinating and 
beautifully illustrated guide to their oper- 
tions, written. in American. The original 
company was established in 1882, and from 
an output of 75 million kwh in 1900, the 
figure for the whole group has now risen 
to 6,100 million. To anyone interested in 
either electricity or the development ¢/ 
Italy, the guide gives a vivid picture of the 
elaborate dams, tunnels, generating stations 
and distribution lines that are behind these 
dry statistics, 


The International Economy. fy P. ! 
Ellsworth, Macmillan. 922 pages. 42 


Foreign trade is the section of economics 
in which theory and history can mos 
readily be taught together, and in this styit 
Professor Ellsworth has written a useful 
textbook of the weighty American variety. 
In part it is based on the author’s prewar 
“ International Economics,” but in addition 
to extensive changes in method and scope 
there is a long section of 220 pages devoice 
to postwar problems. 
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AMERICAN SURVEY 





Dilemmas of Leadership 


Washington, D.C. 

«UT E have got to earn the right to the leadership that 
W has been granted us, by demonstrating wisdom 
ind humility,” Mr Paul Hoffman told a Congressional 
committee last week. Being in a position to aid its friends, 
he went on, does not give a country “the right to impose 
its conditions on other nations” or “to dictate inflexible 
terms to them.” The United States Congress certainly 
needs to be reminded regularly of the need to develop a 
degree of tact which it has seldom shown; and Mr 
Hoffman, who was triumphantly successful in a job where 
it would have been fatally easy to be accused of dictation, 
is the right man to remind it. But the Administration, with 
most of the world on its shoulders, is probably thinking 
that his advice is easier to give than to take. 


The United States has become the most powerful 
country in the civilised world at a moment when the 
responsibilities of the position are greater than ever before 
ind the limits within which this power can be exercised 
more restricted. It is true that, by their outraged cries of 
“Imperialism” in the days when Britain was struggling 
with the responsibilities of world power, the American 
people and their governments did much to promote the 
imposition of the restrictions from which they now suffer. 
But they were only hastening a change which would have 
deen inevitable in any case and, with the exception of a 
‘ew individuals, they still, despite the difficulties involved, 
approve the change. The State Department and the 
Department of Defence however, the two departments per- 
manently and increasingly concerned with negotiations 
with foreign powers, have learned over the postwar years 
how difficult and frustrating it can be to demonstrate 
humility while at the same time providing most of the 
materials of western strength. And any attempt to consider 
the opinions and feelings of other countries, they have dis- 
covered to their cost, brings from Congress not praise for 


their forbearance but accusations of being satellites of 
Whitehall. 


American public opinion, and opinion in Congress which 
reproduces it two or three times life-size, cannot be 
expected, when there is a fundamental disagreement over 
policy with other allies, to forget altogether that it is paying 
the piper. And, convinced of the righteousness of its own 
choice of tune, it likes to hear other countries sing it for 
theit supper. But again and again in the last few years 
me Administration has compromised when it would have 
deen more popular at home if it had dictated inflexible 
‘crms. Two recent examples illustrated how careful it tries 
(0 be—the Japanese Peace Treaty and Spain. Had Mr 


Dulles insisted that the Chinese Nationalists should sign 
the Treaty, he would have been acclaimed in Congress ; 
had General Bradley used the threat of withholding military 
. from the other members of Nato in order to force the 
idmmission of Spain, he would have had the great bulk of 
American opinion behind him. Mer Dulles chose instead to 
“ck a solution which would not offend the countries of 


the Commonwealth, and General Bradley found one which 
deserved something more than Mr Morrison’s first peevish 
protest. 

The United States has had, since 1945, a harder task 
than any previous world power. Apart from the obvious 
dangers of taking a wrong step in an age when technology 
has made any step potentially fatal, it has the problem 
of trying to accommodate the United Nations at every 
stage. Having accepted the proposition that all national 
units are equal (just as the membership of the Senate is an 
acceptance of the proposition that all states are equal), 
and therefore that the views of each individual Nicaraguan 
are worth about forty times the views of each individual 
American, it faces the possibility every day that a block of 
small powers, who could not raise a division of troops or 
a hundred million dollars between them, may inhibit vital 
action. In an ideal world where small powers were as 
disinterested in reaching decisions as the sentimentalists 
like to believe, this might cause no great harm. In fact, 
the United States has found that, unless it “ persuades ” 
many of them to support its policies, they will be “ per- 
suaded ” by somebody else. 


* 


An analysis of the behaviour of the State and Defence 
Departments since the war would show that, unlike Congress, 
they have become progressively more careful about imposing 
their will on other nations. The Economic Co-operation 
Administration’s record has been, except for one short period, 
above reproach. That of the Treasury, on the contrary, has 
been consistently bad, particularly in its relations with inter- 
national organisations. Last year an intrigue to replace M. 
Camille Gutt, as Manager of the International Monetary 
Fund, by an American—contrary to the understanding that 
the President of the International Bank should come from the 
United States and the Manager of the Fund from elsewhere 
—was only frustrated by a personal appeal to the President 
from M. Gutt himself. Recently Mr John Snyder, the 
Secretary of the Treasury, called a press conference to give 
his opinion of the recommendations on European exchange 
rates in the report of the Economic Commission for Europe— 
an opinion which was delivered, most unsuitably, in the 
manner of an Appeal Court handing down a final decision. 


The failure of a few individuals and a few groups 
of individuals to display the wisdom and humility for 
which Mr Hoffman is calling can be traced to three causes 
—a prevalence of dogma among American economists, 
a lack of training in international civil service methods 
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and, another aspect of the same characteristic, a different 
conception of the meaning of the word “ Chairman.” The 
President of the Senate and the Speaker of the House of 
Representatives are not neutrals, doing their best to be above 
party. They are men whose duty it is to use their positions 
for the furtherance of their party’s aims. And, in the case 
of those officials scattered through international financial 
organisations by the United States Treasury, the aim to be 
furthered is the achievement of the perfect economic world 
of non-discrimination @ PAméricaine. It is a pity that a 
record which, on the Administration’s side, has been marred 
only occasionally by impatience or by the dictates of domestic 
politics, as far as the State and Defence Departments are 
concerned, should contain such examples of unnecessary 
interference, for they must have a disquieting influence on 
other countries out of all proportion to their real significance. 


The behaviour of Congress is quite another matter and one 
which will only be changed by time—probably a long time— 
and the slow evolution of some method by which the legisla- 
ture can be given a larger share in positive decisions to add 
to its present powers of complaint, investigation and veto. 
The American Constitution was not designed for the opera- 
tions of a government with the international responsibilities 
which the United States is now carrying ; therefore it adds 
io the difficulties of an Administration trying to provide the 
jeadership which no other country can at present offer. That 
there is much uneasy recognition of this is proved by the 
number of suggestions for the reform of the Constitution 
now being published, most of which take the form of 
changing the American system to bring it closer to a parlia- 
mentary one. Many of these solutions are ingenious and 
admirable, but they are doomed to remain untried because 
they would inevitably hurt entrenched political interests. 
More immediately effective might be the establishment of 
some non-political—or neutral—commission which would 
publish, at regular intervals, reports on examples of 
imperialist. dictation, by either the Administration or the 
legislature. Such reports would have a healthy effect, by 
helping those who are doing their best to act with wisdom 
and humility. But it is unlikely that Congress would be 
inclined to provide money for such a venture. There is an 
opening for some private organisdation—perhaps Mr 
Hoffman’s own Ford Foundation. 


No Conjuring in the Air 
[FROM A CORRESPONDENT IN NEW YORK] 


AmonG the 2,045,000 words of testimony poured out during 
the MacArthur hearings, perhaps the most chilling to the 
hearts of Congressmen were uttered by General Hoyt 
Vandenberg, chief of staff of the Air Force. The words were 
“a shoe-string air force” and the General used them to 
describe the air arm of the United States. How many 
aircraft would be needed to carry out General MacArthur’s 
plan for destroying the industrial centres of Manchuria ? 
“J would say roughly double the strategic airpower that the 
United States has today,” replied General Vandenberg. 


To a Congress which appropriated $13 billion during the 
fiscal year 1951 for military aircraft, General Vandenberg’s 
answer was horrifying ; it seemed to set the nation on a 
rocky road leading over the hill to the poorhouse. To those 
Senators who had built their hopes for world peace on an 
abiding faith in the ability of America to deliver swift 
devastation by air to any enemy, the reply amounted to 
heresy. Where is the air power which will save America ? 
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Why, after a year at war, isn’t the Air Force ready > The 
answer, according to one of America’s leading aircraft many. 
facturers, Mr James Kindelberger, chairman of the North 
American Aviation company, is that no rabbit is ever Pulled 
out of a hat, unless it has been carefully placed there jn 
advance. 


Mr Kindelberger means that a modern air force wil] no, 
roar into the air tomorrow simply because Congress ) 
appropriated money today. Although the speed of aircraf; 
has been pushed beyond the sonic range, their development 
is still measured in decades. A good example is the fo. 
engined Lockheed “ Constellation” air transport. Ready 
go into commercial service in 1939, the “Connie” ya 
diverted to war service, but only 20 were delivered to the 
Air Force before the war ended. Today, at the peak of jts 
popularity, used by 17 world airlines, the Constellation \ 
1§ years old; the basic design has about run its cours. 
This month, the Lockheed Aircraft Corporation got an Ai; 
Force contract to develop a new design for a fast carg 
transport powered with four Allison turbo-prop engines. 
Already on the drawing boards for 18 months, the firs 
prototype of the new model will not get into the air for 
another year. 


Even when a model has been chosen by the armed services. 
there usually intervenes a yawning gap known as “lead 
time” which is taken up with the dreary business of 
distributing contracts, buying machine tools and training shop 
assistants to be spot welders. A frightened and angry 
Congress set this chain reaction in motion over a year age. 
when it voted extra military appropriations after the invz- 
sion of South Korea. But the appropriations will not bear 
fruit until the end of 1951, and the pickings will be slim even 
then. Despite the winds which whistle through the Capital, 
sighing of a 1§0-group Air Force, actual production at the 
end of 1951 will be at the rate of only 6,000 aircraft a year, 
compared to 96,318 at the peak of the last war. 


* 


The aircraft industry is scheduled to have a full head o! 
steam built up by mid-1953, but it probably will not be 
allowed to run wide open. Mr Charles E. Wilson, the 
director of defence mobilisation, has set a goal of 196,000 
jet engines and 50,000 aircraft a year, but this goal is stated 
in terms of capacity rather than production. A devoul 
Baptist with a mystical faith in the American civilian 
economy, Mr Wilson wants to build up a defence industy 
which will supplement civilian production instead o 
supplanting it. To get all-out production now, Mr Wilsa 
could order the aircraft companies on to a round-the-clock 
schedule, but he would then have to deny civilians thox 
automobiles, refrigerators and washing machines which mos 
Americans accept as the normal measure of a decent standard 
of living. Instead, the aircraft companies are laying ol 
new production lines, but are running them at one shift @ 
day. If war comes, they can switch to three shifts, using 
their cadre of skilled foremen and leading mechanics to 112 
the army of new workers, 


Mr Wilson is also anxious that aircraft companies shoul 
sub-contract much of their work to smaller firms, instead o 
attempting to do all the work themselves. This has mate 
him popular with Congress which reveres the America 
small businessman only slightly less than the Americ 
Mother. Mr Wilson believes that “ farming out ” the man 
facture of carburettors, fuselage parts, control cables. and % 
on, will spread the defence work evenly throughout the 
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onomy and will make it easier to expand production quickly 
iq an emergency. 

But the facts of business life deny the small machine shop 
, dominant role in sub-contracting. As in the late war, the 
neavy burden falls on the automobile companies. With their 
assistance, manufacturing floor space in the aviation industry 
has more than doubled in the past year, jumping from 60 
million square feet to 127 million, This has not, however, 
meant, as it did during the last war, that a great deal of 
jutomotive manufacturing space has been sacrificed to make 
‘oom for aircraft. The companies are filling most of their 
ders by reopening government plants which have been 
josed since 1945. The pinch now being felt in Detroit 
oroduction of cars will be cut back 37 per cent in the third 
quarter) has been imposed by a lack of steel, not by a rush 
f aeroplane orders; when the planned expansion of steel 
capacity is complete, even this pinch may ease. 


* 


Thus, when America is fully tooled up for defence pro- 
juction, and fully armed to resist aggression in mid-1953, 
theoretically two reservoirs of production will remain to be 
tapped in case of war: the big areas of civilian industry which 
will have been untouched by defence work, and the second 
ind third shifts on the plants now working only one shift a 
day, Actually this assumption ignores an important factor, 
the tight labour market. With 61.8 million people employed 
n June, less than two million were out of jobs, and many of 
these are unemployable. In Los Angeles, the centre of the 
aircraft industry, the Douglas Aircraft Company is luring 
workers on to its payroll by showing them on television the 
fine working conditions within the plant. 

But serious manpower bottlenecks are still a cause for 
future, rather than present, worry for the aviation industry. 
Almost the only industry really choked by a rush of 
ders too big for it to swallow is the machine tool trade, 
which, however, is at the beginning of the line in any all-out 
defence effort. These are the machines which turn out the 
kaife-sharp turbine blades, polished crank-shafts and 
jewel-like piston parts which make up the modern aircraft 
engine. Some of them are so complex they take from three 
months to a year to build, and without them a defence 
programme is nothing more than an oratorical blue-print. 
The machine tool industry is delivering goods at only one- 
quarter the rate attained in the last war and some manu- 
acturers will promise no deliveries before late 1953. 


Unless this bottleneck is widened soon, the defence pro- 
sramme may be thrown off balance, and industrial and 
military preparedness may not be achieved by the middle 
of 1953. Already, deliveries of aircraft and other military 
‘quipment have fallen 20 per cent behind schedule, and 
Mr Wilson is afraid that the truce in Korea may bring on 
another slow-down. Much of the pressure for delay will 
come, inevitably, from economy-minded Congressmen, but 
some may develop within the Department of Defence itself. 
The armed services have 3,000 procurement officers who 
have authority to sign contracts. Like other citizens, these 
vfhcers read newspapers every day and, if they become con- 
vinced that peace is about to break out, they may keep a 
new jet engine on the drawing board for a few extra months, 
in the interests of perfection, thus delaying the signing of 
a firm contract for production. It is Mr Wilson’s hard task 
© convince both his critics in Congress and his friends in 
the Defence Department that the size of the Air Force in 
'953 depends on today’s decisions, and that the time to 
put that rabbit in the hat is now. 
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American Notes 


Manceuvres on Controls 


The new Defence Production Bill, when it at last 
emerged from the House early on Saturday morning, was 
much better than had seemed possible a few hours before and 
rather better than the Senate version, but this does not mean 
that the House Bill is good in itself. It does not actually 
guarantee inflation, but it would not do much to prevent 
it. There is, however, at least a possibility that the Senate 
and House conferees, who must reconcile the two versions 
before the end of the week, will produce a final Bill more 
satisfactory than either of them; in the hope of this 
Administration spokesmen are making one more effort to 
arouse public opinion and to bring pressure to bear upon 
the conferees from consumers. Previous efforts have been 
unusually unsuccessful ; the apathy of housewives, apparently 
unable to see beyond today’s falling prices and prospects of 
peace, helped the producers’ lobbyists in the House to cut 
the Defence Production Bill according to their special in- 
terests with a boldness that had seldom been equalled. 


The coalition of Republicans and conservative Democrats 
from farm districts, which dominated the proceedings until 
the last hours of the debate, led the House by the nose with 
the argument that, since the President had made only slow 
and ineffective use of the powers he was given in last year’s 
Act, he could only want additional powers this year, when 
economic conditions no longer seem to make them so neces- 
sary, in order to “ socialise” the country. When the time 
came for the final votes, which were recorded individually, 
as the earlier ones had not been, members of the House from 
urban districts, hardly aware until then where they were 
going, found themselves facing disaster. For votes cast 
against effective controls at this stage would certainly rise 
up to haunt them at next year’s election, should the cost of 
living go up again as the Administration insists it will with- 
out controls. The House safeguarded itself, as the Senate 
had already done, by ensuring that the new Act would expire 
next summer, so that there would be an opportunity for 
reconsideration, before the election and after there had been 
time to see which way the economy jumps. But, even so, the 
anti-control coalition was replaced at the last minute by one 
of Representatives from cities and towns which managed 
to defeat some of the most dangerous amendments. 


The worst of these, apart from one which would have 
frozen all prices and wages for four months, dealt with price 
ceilings, one forbidding any reduction in them at all, another 
putting them on a “ cost-plus ” basis that would have made 
them into a “ profit pyramid.” However, traces of this cost- 
plus pricing system remain in both Bills, and it is one of the 
provisions that the Administration is most anxious should be 
obliterated in the final version. _ There is no prospect ot 
permission being given for any further reductions in the 
price ceilings on beef, or for the system of setting quotas 
for beef slaughterers, which the Administration considers 
essential for the prevention of black markets in meat. But the 
House Bill does allow reductions in other ceiling prices, 
which the Senate Bill did not. Both Bills are unsatisfactory 
on instalment credit and rent controls, but the House version 
grants the Administration’s request for subsidies to encourags 
industrial production. 


© * ~*~ 


Crying Inflation 

Congress, within the next few weeks, must pass upoa 
military appropriations, foreign aid, and taxes ; before the 
month is out it will have determined the extent of controls 
over the economy. The President’s mid-year economic 


report was drawn up to discourage Congress from letting 
down its military guard on good news from Korea, and its 
economic guard on prophecies of recession at home. Ameri- 
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can economic tasks, the President emphasised, are heavy 
because of the weight of world responsibility; like Mr 
Acheson at Detroit, he insisted that, whatever happens in 
Korea, the job of building defences against Soviet imperialism 
remains as urgent as ever. And if the defence programme is 
not to be slowed down—and Mr Truman hinted that some 
goals, instead, might need to be raised—the President and 
his economic advisers remain convinced that inflation, and 
not deflation, is the danger, whatever the present woes of 
retailers staggering under heavy inventories. 


The present economic lull, in the President’s view, is the 
reward for credit and price controls, for taxation which has 
exceeded the actual increase in defence spending, and for a 
remarkable 10 per cent increase in production over the past 
year. Output rose more rapidly than in any other postwar 
years while unemployment fell by 1,800,000 to the lowest 
evel since 1945. But the Council of Economic Advisers 
does not expect production to increase more than § per cent 
in the next twelve months, while spending on the security 
programme, which includes foreign aid as well as domestic 
spending, will nearly double, reaching an annual rate of 
$65 billion in mid-1952, from the present rate of $35 billion 
a year. 


Lest Congress should take fright at such a figure, the 
President put it in perspective: at its peak, the defence pro- 
gramme should not take more than one-fifth of total output, 
compared with one-half in 1944. Lest Congress attempt 
to economise at the expense of America’s allies, he pointed 
out that the great economic, moral, and military advantages 
of sustaining the free world could be purchased for 2 per 
cent of America’s total estimated output, and that if the other 
members of Nato could not expand their military pro- 
grammes as rapidly as the United States, this was because 
their total output, related to population, is Jess than a third 
of the American level. 


The heart of his argument, however, was the estimate of 
the CEA that, with a $30 billion increase in defence spending 
and reinforced by capital goods expenditures which are 
running at an all-time high, personal incomes next year will 
be raised, before taxes, to an annual rate $1§-$20 billion 
greater than at present. Supplies of civilian goods then will 
not be higher, and may well be lower, than they are now. To 
keep this wolf of inflation from the door, he advanced the old 
prescription: a $1o billion tax increase, price, wage and rent 
controls, credit controls, particularly the selective ones Con- 
gress is anxious to ease, and voluntary savings. Congress, 
however, like the friends of the boy who cried wolf, may 
decide the President has cried inflation once too often. 


x * * 


Billion Dollar Flood 


Kansas City is emerging from its ordeal by flood and 
fire and the crest of the water has passed beyond St Louis 
to the lower stretches of the Mississippi River ; there flood 
control works are effective enough nowadays to deal with 
a volume of water that has not been equalled since 1844. 
The disaster was caused by an abnormally wet June in 
Kansas, followed by a series of cloudbursts in what should 
have been a hot and dry July ; the soaked soil could absorb 
no more and all the water poured down the Kansas River 
into the already swollen Missouri River at Kansas City. 


This unusual readiness of the clouds to drop their moisture 
over Kansas, instead of carrying it on to the north-east— 
New York City is again in danger of a water shortage as a 
result—is being blamed by some, not on Providence, but on 
Dr Irving Krick and the cloud-seeding operations by which 
he brings rain to the parched west. The damage caused by 
the floods is being blamed, much more convincingly, on the 
Congressmen who, in the interests of reducing the budget 
deficit, and sometimes also in those of influential friends, 
have failed to appropriate the money needed to build the 
Tuttle Creek and other dams, authorised years ago, on the 
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tributaries of the Kansas River. These .and other flog 
control works in the area, which would make Kansas (;; 
permanently safe, would cost $300 million, compared iti 
the flood’s $1 billion worth of direct damage to life, Crops 
industry, transport and buildings, and the indirect and 
incalculable loss to the national economy arising from th. 
complete disruption of such a major railway and agricultyr, 
centre as Kansas City. 

The Administration is hoping that this year all its requests 
for funds for flood control will be saved from the Congres. 
sional axe, now that the false economy of cuts in such 
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appropriations has been demonstrated in Kansas. Funds 
to start the three projected dams there ought at least to be 
forthcoming, but Congress will not necessarily extend its 
generosity to other branches of the Pick-Sloan plan. Under 
this scheme, drawn up in 1944, the Army Engineefs and the 
Bureau of Reclamation deal jointly, but not always 
co-operatively, with flood control and hydro-electric develop- 
ment for the whole Missouri Basin, stretching right up into 
Montana. The advocates of an independent and more com- 
prehensive Missouri Valley Authority are also trying to make 
capital out of the recent floods, as are those who find a 
remedy for most of the earth’s problems in improved sol 
conservation practices. Good as both cases may be in 
theory, it is doubtful whether either would have been a 
effective answer to the peculiar weather conditions which 
prevailed in Kansas this summer, 


* * * 


Paying the Natural Gas Bill 


A little over a year ago Mr Truman was applauded for 
a difficult veto. On the ground that competition could not 
be relied upon to keep down the price of natural gas, which 
consumers in most major cities will soon use, he vetoed the 
Kerr Bill, though he had been expected to pass it as a token 
of gratitude for past and anticipated contributions of the ail 
companies to the party funds. . The Bill would have 
exempted from federal regulation the independent producers 
of natural gas; the chief beneficiaries would have been th 
big oil companies which control half the proven supplies 0! 
natural gas, but which are independent in the sense that they 
are not affiliated with pipe-line firms. 


What Mr Truman took away with one hand, howevet, 
his old friend, Mr Mon Wallgren, whom he made chairma® 
of the Federal Power Commission, has returned with the 
other, With a speed which is unprecedented, the FPC ha 
ruled that the Phillips Petroleum Company, largest of the 
independents, is not subject to its jurisdiction. The compet) 
had argued that, although it sold gas to five or six pipeline 
systems for interstate transportation and sale, its own ope, 
tions were entirely intrastate and hence exempt from feder 
control. The decision may be appealed by some of the state 
or city regulatory agencies, but for the moment the . 
companies are celebrating, not only the escape of noun 
gas, but the allaying of their fears that federal control 4 
oil at the wells might follow that of gas. Staunch Adm 
stration Democrats from the south-west, including Sento 
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Behind the Cables—the Company 


Cable and Wireless Ltd own the whole Commonwealth 
ocean cable network and quite a large slice of the world’s 
total cable mileage. In fact, the Company control 155,000 
nautical miles of submarine cable, maintaining and 
developing it where necessary by their own fleet of eight 
cableships. The external telecommunications of most 
of the Crown Colonies are operated by the Company. 

A message from Britain toa Crown Colony, for example, 
would be despatched by the G.P.O. via the Company’s 
cables, or sent to the Company’s wireless station in the 
Colony concerned. 


KEY TO PHOTOGRAPHS. Top: Left to Right— Fointing a cable. A ship's 
officer plotting the position of a cableship. Taking sextant angles from the 
bridge of a cableship. Left—A section of a control panel in a telegraph 
station. Deck machinery drawing a length of cable aboard a cableship, 
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Connally and Mr Rayburn, the Speaker of the House, must 


now be regretting the hard things they said about Mr 
Troman’s veto. 


The oil companies contend that the removal of federal 
regulation will release great quantities of natural gas, which 
have been held back from the market. Whether, in fact, 
supplies will rise and prices fall, as they allege, probably 
will not be known until after the next election. There is 
such a shortage of steel for new pipelines that Mr Chapman, 
the Secretary of the Interior and head of the Petroleum 
Administration, proposes to issue an order limiting the 
number of new natural gas customers whom distributors may 
take on. The steel allotted for pipelines in the third quarter 
is only half that needed for the “ most essential ” projects. 


* * * 


New England’s Second Chance 


When the high tide of postwar prosperity started to 
recede in late 1948, New England was left higher and drier 
than any other area—a sign that good times had only con- 
cealed, and had not cured, any of its troubles of industrial 
old age. But the survey of New England’s ailments, set 
in train by the Council of Economic Advisers, was hardly 
begun before the war in Korea and the rearmament pro- 
gramme refloated New England and offered a second chance 
io make its economy seaworthy. The authors of the report, 
which was submitted to the President at the end of June, 
believe that both New Englanders and the federal govern- 
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ment should seize this opportunity to make adjustments 
which will enable the 9,000,000 people who live in the 
six states in the tiny north-eastern corner of the country to 
earn a good living. 

New England is hardly a “distressed area” in British 
terms, though it is poor in raw materials and its geographical 
position has lost many of its advantages. Its income a head 
ty still greater than the American average, though the differ- 
ence is declining ; its economy is still growing, though more 
slowly than that of other regions. The greatest single source 
of weakness has been its dependence on two industries— 
shoes and textiles—and the competition from new plants in 
the south and west. From 1919 to 1947, 156,000 jobs 
disappeared in textiles alone, but the drop in total manu- 
facturing employment was held to 30,000 because of an 
expansion in durable goods—a trend which the report 
believes should be accelerated, though it helped to make 
New England more vulnerable to the recession in 1949. The 
real trouble, however, was New England’s large proportion 
of high-cost marginal producers and antiquated plants ; when 
one of these is 2 town’s sole support any recession can be 
devastating. High wages have ceased to be a handicap ; 
in the new heavy industries New England’s rates are actually 
lower than those in the west and even in textiles the differ- 
ential is disappearing. 
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Modernisation, diversification, and the encouragement ¢/ 
venture capital are old specifics for Yankee ailments ; ;h, 
report is critical of the decline in risk-taking and manager 
ability, particularly in third and fourth generation famijy 
concerns, and the resistance to new ideas on the part of 
trade unions and management alike. But what wil! } 
hardest for many rock-ribbed New Englanders to swalloy, 
is the suggestion that instead of vainly crying out agains: 
federal “ extravagance,” they should seek their fair shay 
of federal spending. New England has no federal hydro. 
electric developments ; though it contributed 9 per cent ¢{ 
war production, it received only 4.5 per cent of the ney 
government plants built during the war. € same pattern 
seems to be repeating itself in the defence effort; if thy 
New England steel mill, which the report endorses, js no; 
built, New England’s share of federally financed new plant 
may be even smaller this time. In 1948 the federal govern. 
ment was taking $1 billion more out of New England jy 
taxes than it spent there. Today’s Connecticut Yankee. ;: 
seems, should swallow his pride and make his way « 
President Truman’s court. 


e 


Shorter Notes 


President Truman has sent the Senate his nominations for 
the three vacancies on the Federal Bench in Illinois and in 
two out of the three cases he has, contrary to custom, ignored 
the recommendations of Mr Paul Douglas, the Democratic 
Senator from Illinois. Mr Douglas has taken the unusual step 
of asking the local Bar Associations to conduct a poll amongst 
their members as to whether his or the President’s nominees 
would make the better judges. Should the result be in his 
favour, he is likely to exercise his Senatorial privilege and 
block the confirmation of the nominations. 


* 


The door-to-door salesman now travels in a truck fitted 
out with a large selection of goods, in fact in a “ mobile 
shop.” This method of selling has increased enormously in 
the last few years, and its appeal for housewives who cannot 
get away from kitchen and children is obvious. But it appeals 
also to tradesmen who are tied to their businesses. It is not 
only magazines, clothes, washing machines and pianos that 
are sold by this means, but also printing presses, automobile 
accessories and tools for aircraft repairs. 


* 


The union of Blacksmiths and Drop Forgers has merged 
with that of the Boilermakers and Iron Ship Builders, because 
there are no longer enough blacksmiths to justify a sepatalt 
organisation for them. The advance of technology 1s ‘ 
blame ; not only is the art of shoeing horses almost unknows 
today in the United States, except at race tracks, but there 
is also now little work for blacksmiths on even the iron horses, 
for railway engines seem to need much less maintenance than 
they used to do. Such blacksmiths as survive have, howevet, 
far more complicated repairs to do than their predecesso'’. 
for they deal with anything from surgical instruments 
heavy machinery. 


With the success of oil drilling operations in north-east” 
Montana, only three months after oil was found neat 
Williston, North Dakota, there can be little doubt that : 
important new petroleum producing area has been discover 
in the northern United States, stretching probably (=! 
Saskatchewan and Manitoba. The chief difficulty 1s 
most of this oil lies two miles or more underground on 
it will be a slow and expensive process to prove the new ficiss. 








NOMIST, July 28, 1951 oo 


, eco 
THE ECL 









a GENERAL VIEW 
= =. _.._THE ZINC CORPORATION, LTD. MING 
Ss Basan BROKEN HILL 
ee NEW SOUTH WALES 





A N D C M a M | C A L S MAZAK ee: BLOXWICH 


(Spectrographic Control) 


CONVEYING ZINC - : 
CONCENTRATES, AVONMOUTH During the last 30 years a great industry has 


been built up in Britain. Imperial Smelting 
Corporation have produced annually sub- ° 
stantial quantities of zinc, including high purity 
zinc (99:99+%)—Cadmium, Sulphuric Acid, 
Mazak, Orr’s Zinc White Lithopone and 
Fricker’s Zinc Oxide. The production of ? = 
Anhydrous Hydrofluoric Acid, Fluorine and —urruopons proDuction wipnes 
fluorine compounds are being actively - Drying Pian) 
developed from fluorspar mined by the 
Corporation in this country. 

The Corporation employs a large research 
staff in order to keep abreast of modern 
technique and scientific progress and ‘thus 

plays an indispensable part in the complex 
metallurgical and chemical industries of the 
country. 99°99 +§% ZINC PRODUCTION 


4d AVONMOUTH (Fractionating Column) 
if er : IMPERIAL SMELTING CORPORATION LTD. 
a eas! 37 DOVER STREET, LONDON, W. j 


ti (U.K. Member of The Consolidated Zine Corporation us) 








CHARGING RETORTS 
ZINC DISTILLATION PLANT 















































SULPHU —_ a — ee : - . 
mODUETIO + — eel — ee ee. FLUORINE PRODUCTION 
SWANSEA Somaya AVONMOUTH 
(Anhydrous Hydroftuoric 
. Acid) 


) GENERAL VIEW OF IMPERIAL SMELTING CORPORATION WORKS, AVONMOUTH 








loi 
>, 


220 


THE WORLD OVERSEAS 
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Peking Claims the Lead in Asia 


N July 1st the Chinese Communists celebrated the 

thirtieth anniversary of the founding of their party. 
The speeches made and articles contributed to the press on 
ihis occasion by Chinese Communist leaders throw some 
ight on their opinion of themselves and their conception 
of the special part they are destined to play in the world 
revolution. 

All the declarations lay the greatest emphasis on the 
Marxist-Leninist foundation of Chinese Communism. 
Marxism-Leninism is held to be “a universal truth which is 
applicable anywhere” and the Chinese Communist party 
(the CCP) is said to be “armed” with it. According to 
Peng Chen, a member of the CCP Politburo: 

The practical experiences of the Chinese people have 
taught us that Marxism-Leninism is an omnipotent scientific 
weapon. .. . It enables us rapidly and thoroughly to expose 
the real nature of the varied kinds of swindlers and traitors 
who put on a revolutionary mask but who actually serve as 
the tools of our enemies. . . . It transforms the spontaneous 
struggles of the Chinese people into a conscious revolutionary 
struggle guided with scientific foresight. It enables the 
Chinese working class . . . to establish a broad united front 
so that our enemies are completely isolated and can be 
defeated one by one. 


The tributes paid to Marxism-Leninism and to “ the 
principles of party construction of Lenin and Stalin” are 
not, however, intended to imply that China has merely taken 
over a European doctrine and adapted it to local traditions. 
The theories of Mao Tse-tung—who now receives 
in China the kind of adulation elsewhere reserved for 
Stalin—are also glorified, and China’s achievement is placed 
on an equality with that of the Soviet Union in a division of 
labour which, broadly speaking, implies that Russia should 
lead the West while China leads the East. This view is not 
presented as an imnovation, but is supported by lengthy 
quotations from Lenin and Stalin on the difference between 
a revolution in an imperialist country, where there is no 
foreign oppression, and a revolution in a colonial or semi- 
célonial country, where there is a nationalist revolutionary 
struggle. But the way the Chinese have developed this idea 
cannot be entirely to the liking of Moscow, for the conclusion 
is drawn that Chinese experience is more relevant than 
Russian for the world of backward and dependent peoples. 
In the words of Lu Ting-yi: 

In the course of the century-old, worldwide Marxist move- 
ment, classic examples have come into existence. Up to now 
two of them are of the greatest importance—the October 
Revolution in Russia and the People’s Democratic Reovlution 
in China. .. The classic type of the revolutions in 
imperialist countries is the October Revolution. The classic 
type of the revolutions in colonial and semi-colonial countries 
is the Chinese Revolution. . . . It is clear that this is a further 
development and enrichment of Marxism-Leninism and a 
contribution of universal significance to the world Communist 
movement. 


In the editorial comment of the Cominform journal on the 
anniversary this language is discreetly toned down, though 
a warm tribute is paid to the Chinese achievement: 

The victory of the Chinese revolution with the establish- 
ment of the Chinese People’s Republic is the greatest event 
in history, following the October Socialist Revolution. It 
tremendously changed the international situation: the camp 
of peace, democracy and Socialism acquired added strength 
while the imperialist camp has been further weakened. The 
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experience of the Chinese revolution is of inestimay 
significance for the peoples of the colonial countries, 
for freedom and independence. 


The Russians are evidently unwilling to admit the theon 
of the co-equal “classic” types dividing the world jny 
respective spheres of influence, though they are ready » 
allow that the Chinese experience may be of “ inestimaby 
significance” for the colonial and semi-colonial peoples 
Moscow is probably willing to concede to Communist Chin; 
a sphere of national hegemony in South East Asia—a region 
where Russia has never had any direct interest—but it woul 
be quite a different matter to agree that China should be tk 
special guide and mentor for all colonial and semi-colonig! 
countries irrespective of their location. If Peking continue 
to assert such claims as a matter of policy, it could lead to 
considerable friction with the Soviet Union. 


India still to be “ Liberated ” 


It is hardly, however, a difference of a kind which ca 
afford much satisfaction to those western statesmen and dipl- 
mats who nourish hopes of detaching China from Russia 
For if there is any distinction to be drawn between th 
publicly declared programmes of the two Communist power 
for backward countries, China is the more militant in it 
incitement to armed revolt. Thus Lu Ting-yi declares that 
“ the peoples of Vietnam, Burma, Indonesia, Malaya and the 
Philippines have been carrying on their national liberation 
wars against imperialism, while the national liberation move- 
ment is growing in India, Japan and other countries.” Thus 
a line is drawn between countries where Communist armi: 
or guerrilla bands are actually carrying on military operation 
against the established governments and those in which 
Communist parties exist but are not yet engaged in armed 
insurrection. In any case none of the countries mentioned 
are admitted to have attained “ national liberation,” and 1 
must be a little hard for the Indian and Burmese Gover- 
ments which have exchanged ambassadors with the Chines 
People’s Republic to be informed that their nations are net 
yet independent. The Chinese Communists, however, have 
laid it down that only the working class led by a (om 
munist party can carry out a “ genuine ” revolution agails 
imperialism, and therefore Asian countries are just as mutt 
in need of “national liberation” against Mr Nehru, Mi: 
Thakin Nu or Mr Sukarno as against Mr Malis 
Macdonald or General de Lattre de Tassigny. The Chines 
Communist leaders express supreme contempt for all Asan 
non-Communist national movements. As Lu Tingy 
puts it: 

China will take a path different from that of Japan whi. 
after the Meiji Restoration, became an imperialist count! 
and later on actually became a colony of US imperialis™ 

China will also take a path different from that of Ture 

which since the Kemal revolution has become a satellite #%¢ 

henchman of the imperialist aggressive bloc. In the hight 

of the great victory of the people’s democratic revoluvo . 

China guided by Marxism-Leninism and M20 Tse-tung* 

theory of the Chinese revolution, all the bourgeois —, 

movements of the old type in the history of Asia—such a 

Meiji restoration in Japan, the Kemal revolution in Tu"): 

the Gandhiist movement in India, etc.—become pale and 

colourless. 


It appears therefore that the extremely benevo 
attitude of India and Burma towards the Chinese Peop'® 
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| Republic does not bring any correspondingly favourable 
pa er of the Chinese Communists towards them, but that 


India, which declined to join in the United Nations’ con- 
jemnation of China as an aggressor in Korea, and Turkey, 
which sent an expeditionary force to fight in Korea, are both 
slike included in the category of “ pale and colourless ” 


S regimes destined to extinction at the hands of “ national 
| liberation movements.” 


On the other hand, there can be no doubt but that the 
Chinese Communist revolution has had a great effect in Asia 
iust because it has happened in an Asian country and has 
grappled with conditions which are more or less typical of 
Asian countries ; thus it seems to come nearer to popular 
Asian aspirations and needs than the political practice of 
the West or even of Russia. Another asset of the Chinese 
is that they can claim to have shown, far more than the 
Russian Bolsheviks, how power can be captured by what 
may be called gradual violence. The Bolsheviks started with 
, swift seizure of power in the capital of Russia and during 
the whole period of the civil wars they were in possession 
of the territorial core of the old Russian empire ; the Chinese 
Communists, on the other hand, were for years rebels hold- 
ing on precariously in a remote part of China, and only after 
1 long process of infiltration and expansion did they finally 
conquer the great cities of the country. 


Cadres for a Peasant Army 


The Chinese example is thus by far the more relevant for 
1 local Communist party in Asia which cannot seize power 
immediately in urban centres but has a chance of waging 
guerrilla warfare from jungle or mountain strongholds. The 
Communists in Malaya at the outset hoped to gain control 
of an area which would provide a Malayan “ Yenan” ; in 
Vietnam and the Philippines a measure of success has been 
»btained in setting up organs of administrative control in 
“liberated areas” to support ceaseless warfare against the 
established government. The Chinese Communist party 
anniversary statements lay great stress on the long duration 
of the armed struggle in China, which was carried on by the 
Communist forces for over two decades—civil war 1927-36, 
anti-Japanese wat 1937-45, amd renewed civil war 
1945-49. Patience and persistence are thus represented 
as the keys to ultimate victory, and it is emphasised that 
prolonged fighting is the best way of producing real revo- 
lutionary cadres. In repudiating the charge that Chinese 
Communism had been essentially a peasant movement, Peng 
Chen points out that peasants leaving their villages to join 
the Communist forces lived for a long period in “a revolu- 


tionary military organisation,” so that their “ peasant origin ” 
became irrelevant. 


The professional revolutionary, the “cadre,” political or 
military, is indeed the key figure in the new regime in China 
and it is vitally necessary to keep up the revolutionary élan 
and hatred now that victory within China has been won. 
Imperialism, however, meets the need for a permanent enemy, 
and it is notable that in the anniversary retrospect the greatest 
sin of the Kuomintang is represented as having been its 
subservience to America ; indeed, it is even suggested that 
the renewal of the civil war in China in 1945 was the work, 
not of the Kuomintang itself, but of America, which “ having 
tep'aced Fascist Germany, Italy and Japan, has been 
frantically pushing forward with its plans for enslaving the 
world.” These plans, however, were frustrated, first in China 
self and then in Korea. Chu Teh, the Commander- 
in-Chief of the People’s Liberation Army, also hints that the 
ight in future must be extended to Japan: 


The Chinese people . . . certainly will not tolerate the 


American imperialist invasion of Formosa and Korea or the 
schemes for signing a separate peace with Japan and the 
military occupation and rearming of Japan. At this moment 
the American imperialists should especially review the 
history of how Chiang Kai-shek, whom they armed and 
‘ommanded, was thoroughly defeated by the Chinese people 
and the People’s Liberation Army. 


_of European guests on formal occasions. 


King Abdullah 


Kinc ABDULLAH—born in 1882 and murdered in 1951— 
liked to think, as he looked back from his sixties, that one of 
the most remarkable things about his life was the change 
that it spanned. He spent his childhood in and around 
Mecca in a world bounded by the range of stud camels, fast 
mules and pedigree horses. He was in his thirties a spirited 
member of the Ottoman House of Parliament in Constanti- 
nople. He lived to visit a friendly Turkish republic by air, 
to watch his army tear across the Syrian desert in fast 
armoured cars, and to experience the buffets of world 
economics and politics dealt by Hitler and Stalin. 


He was a man who knew his mind and liked his way. Yet 
he appreciated the same trait in others.. Mr Churchill, there- 
fore, was greatly to his taste, and he was often displeased with 
irresolute Arab friends. Some of his quarrels with the Arab 
League were due as much to this characteristic as to his 
personal ambitions for Jordan. 


In Britain he will be remembered chiefly for the staunch- 
ness of his friendship. He never forgot a good turn and, 
when he could, repaid it. The warmest spot in British hearts 
should be reserved for what he did in 1941. When the world 
war broke out many Arabs, highly appreciative of Hitler’s 
anti-Jewish policy and of his success in annexing territory, 
reckoned that a German victory would have points. Abdullah 
was from the start of the war wholly pro-British ; even his 
antipathy for the French (who had turned his brother Feisul 
out of Damascus) did not shake his conviction. Among the 
many crises of the war years, Britain’s lowest ebb was the 
month in 1941 in which Crete fell, German aeroplanes took off 
for Syria and Rashid Ali revolted in Baghdad. At this grave 
moment King Abdullah permitted the use of his army for a 
foreign campaign on Britain’s behalf. The Arab Legion 
campaigned in Iraq. 

His personal friends in Britain share recollections of many 
endearing characteristics. He was accessible to his whole 
people ; any early morning caller, however humble, might 
come in. He liked nature—flowers and animals—and 
enjoyed comment on their little ways. He had a great taste 
for poetry. He liked using his eye for a horse to bring him 
winnings at the races. Fle was invariably dapper im his 
striped silk robes and white headscarf ; he expected the same 
“Have you 
noticed,” he once remarked to a British friend, “that X 
never creases his trousers?” He loved observing mankind 
and would spend happy afternoons in a green velvet armchair 
on the palace steps of Amman watching the passers-by. 


Flutters Among the Tribes 


Yet he had his weaknesses. He relished a little trouble 
between tribe and tribe—a scene to which he could bustle 
off in a car and during which he could lay down the law, 
perhaps distribute some largesse, and settle the hash. This 
was all very well when the tribes lived within his frontiers 
but awkward when their homelands lay beyond them. His 
flutters among the tribal leaders in Syria—usually put down 
to “ British machinations ”"—were for years a sore point with 
the French. 


His mind often toyed with territorial aspirations of 
nineteenth-century pattern, of a type dating from the days 
when it was a good thing to have a bigger kingdom no matter 
what the contents. Alone among Arabs, he was in favour of 
the partition of Palestine when it was first proposed in 1937. 
He recognised partition in 1949 and met his death two years 
later because he had done so. He had weighed the risks. To 
him, they were worth it. Perhaps he was something of ar 
anachronism. Yet anyone who watched his upright figure 
as he stood to the salute for 24 hours at the annual parade of 
his Legion in April knew that here was someone who had 
enjoyed life, and, particularly, every minute of being a king. 
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Israel’s Second Elections 


tn Jerusalem, one half of the city is blacked out in mourning 
for King Abduilah, but the other is a blaze of light. For 
Israel is in the last week of its election campaign. Loud- 
speaker vans are hard at work. Posters, and the letters of 
the alphabet which stand for the parties and which enable 
newcomers who do not yet know Hebrew to make their 
mark for a party list, fill every available blank space. Voting 
takes place on Monday. 


In the past, election results have been easily predictable. 
In 40 years of polling first for the Council which represented 
the Jewish community under the Mandate, and, in 1949, 
for the first national Parliament (Knesset), the proportions in 
which the parties have been returned have varied curiously 
little. They have been unchanging because of the custom 
whereby party membership affords privileges that have turned 
political parties into quasi-benefit societies ; membership of 
them can produce jobs, credit facilities and even accommo- 
dation. Even the schooling of children is by law organised 
on the basis of the major party trends. For years, therefore, 
the balance between this group and that—between Labour 
and Liberal, or orthodox and non-religious—has tended to 
be static. This time it may change, for no one can tell 
what considerations will sway the high proportion of new 
voters. The number of eligible voters has doubled in the 
last 2} years. 


In the Knesset that is now in process of dissolution the 
principal parties, reading from left to right, were :— 


CNNOUE 5 Osc i's 0c oe Kh canes hawk Abb ok euees 3 
Mapam (pro-Soviet except where this policy con- 

GaCGe TUE ZIOMIROE S650 es SES eS 19 
oc gt ce) Be Ee ee ey eee Ee Te eee 46 
United Religious Front (orthodox) .............. 16 
PROT OEVOS. oso 2 ebte ne 68 + acho Oe 6 4a0 bond some ee 5 
General Zionists (for free enterprise) ............. 7 
ee eee eee se eee 14 
ih ee ee) ee ee ee 13 


Only Mapai would like to drop the system of proportional 
representation that inevitably produces a large number of 
small parties and drives these eternally to form coalitions. 
Last time, Mr Ben Gurion’s Mapai was faced with the 
necessity of joining either with Mapam or with the Religious 
Bloc to obtain a majority. It chose the latter, worked with 
it for nearly two years, but finally broke with it on the issue 


of whether there should be secular education only, or. 


religious education as well, in the immigrant camps. The 
quarrel brought to a head one of the fundamental problems 
that exercises thoughtful Israelis, to wit: Is their new state 
to be founded on recognition of the moral and spiritual basis 
that held Jewry together through the centuries, and, if so, 
need this necessarily take the form of outward observance 
of all the practices that are thought imperative by orthodox 
Jewry ? 


What Kind of Coalition? 


There are a few pointers to the way in which the voting 
will go. For instance, in rural areas it can be predicted 
even among new voters because the trends and parties, 
through their recruiting stations in the immigrant camps, 
attract newcomers to settlements which they themselves 
organise and in which all vote one way. It is in the towns 
that forecasts are harder to make. In the municipal elections 
of last November, a swing to the right took place in Tel Aviv 
and in the older towns ; here the General Zionists seemed 
to attract a lower middle class vote which had become dis- 
satisfied with Mapai, less because of queues and controls 
(which most sober Israelis know are unavoidable in the 
country’s parlous financial state) than because of pressure 
allegedly exercised on the small man by the organisations 
run by Mapai’s adjunct, the Histadruth (Jewish Federation 
of Labour). 


The Histadruth exercises—in the view of its opponents, 
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misuses—considerable powers through, for instance rm 
powerful co-operatives, through. its admirable workmen’ 
housing organisations or through equally efficient «; 
benefit arrangements ; 17 per cent of the population js wil 
to work for Solel Boneh, which is its contracting OF Zanisatig 
for industrial and constructional jobs. But agains ti 
evidence that a swing away from Labour might take sles 
must be set the fact that in the municipal elections. such 
areas as can be said to consist almost entirely of ney 
immigrants—such as Jaffa and Ramle—voted left. 7, 
proportions here showed Mapai roughly twice as str ne a 
Mapam and Mapam twice as strong as the Communists, ‘jj, 
Arab franchise, which in 1949 numbered only 32,000. , 
expected to amount to about half of the Arab population ¢ 
175,000. The Arab parties are all left wing. The ony 
non-Arab party to run Arab candidates at or near the to 
of its list is the Communist party. : 


Groups that are expected to lose ground are the Religious 
Bloc, which has split into its four component parties, th: 
Progressives (whose programme is almost indistinguishable 
from that of the General Zionists) and Herut, the party tha 
hopes for the expansion of Israel. This lives on sever 
slogans that are widely regarded as out of date and it hs 
lately been short of funds. It might get a fillip if ther 
were trouble in Jordan. 


chnegy 


. 
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Mapai is likely therefore once more to lead the poll, and 
Mr Ben Gurion to remain Prime Minister. If he is returned, 
what kind of a coalition will he seek? Mapam, which has 
become, on this year’s party showing, a little redder than i 
was before, would make a strange partner. The likelihood 
is that he will seek alliance with the General Zionists 
Their demands are for modified controls ; for measures to 
break Histadruth-controlled monopolies over some public 
utilities and industries; for nationalisation of education, 
insurance, labour exchanges and public building ; and fo 
the introduction of the merit system in the army and civil 
service. Some of these demands attack Mapai’s vested 
interests at the root, which the demands of the Religion 
Bloc do not. But, faced with a choice between the two, 
Mapai’s more thoughtful members seem to find the Genera 
Zionists’ price the less irrational one to pay. 


No Change in Madrid 


[BY A CORRESPONDENT] 


THE publicity accorded the recent Spanish Cabinet changes 
in the British press probably reflects the general anxiety 
this country to see a more liberal regime in Spain. It woul 
be a mistake, however, to allow wishful thinking to bin 
one to the facts. One swallow does not make a summe, 
and the departure at long last of the much-riticivd 
Sr Suances, Minister of Industry and Commerce, as a sop © 
the United States, loses much of its importance in the light 
of the composition of the new Cabinet. Sr Suances cam 
under fire for his policy of indiscriminate industrialisauo, 
for centralising all business transactions in Madrid, for 
promoting the state-run’ Instituto Nacional de sndustne 
(INI)—whose tentacles have been rapidly spreading 1 
every branch of industry—and for his almost complete 
rigid adherence to the law restricting to 2§ per cent forcig 
capital invested in Spanish concerns. Sr Suances’ minis} 
is now split into two, a Ministry of Industry under Sr Joaqu" 
Planell and a Ministry of Commerce under Sr Manve 
Arburua. In two such closely related departments—* 
there has so far been little indication of their respec\* 
spheres—much will depend on the personalities of the 
chiefs. Sr Planell was second in command of INI and 
therefore be relied on to continue the policies of his form! 
chief. Sr Arburua was general manager of the Spa! 
Bank for Foreign Credits and has held office under 4 nee 
Minister of Commerce, Sr Carceller. He is known to favou 
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, more liberal policy in trade but whether he will be able 
1p achieve it in spite of his colleague’s opposition remains 
‘. A = new Ministry of Press and Information, the 
\inister, St Gabriel Salgado, has already had charge, not 
only of propaganda, but of the censorship of the press. His 
heyday in this capacity was during the war, at a time when 
German influence was strong in Spain. His appointment 
bodes little good, despite talk of a new and more liberal 
press law. The appointment of Franco’s right-hand man, 
S- Carrero Blanco, as Minister without Portfolio, gives 
promotion to a man known to hate England and France. 
Under the pseudonyms of “Hispanicus” in the press 
ind “Juan de la Cosa” on the wireless, he has at 
times conducted venomous campaigns against Britain and 
‘France ; nor has the United States been entirely exempt in 
the past. Any institution that savours of “liberalism” is 
anathema to him. 


Some Routine Promotions 


Sr Joaquin Ruiz Jiminez, formerly Spanish Ambassador 
to the Vatican, owes hjs appointment as Minister of Educa- 
tion rather to strong intervention by influential elements in 
the Church than to any wish on the part of Franco to please 
the United States by withdrawing his own choice of 
Sr Sastiella. The latter was joint author of a book claiming 
Gibraltar for Spain and the man whom Franco would have 
sent as Ambassador to London if the British Government 
had not refused to have him. Nor can the appointment of 
General Augustin Munoz Grandes as Minister for War be 
regarded as a conciliatory gesture, since he was head of the 
Blue Division which fought against Russia. The new 
Minister of Justice, Sr Antonio Iturmendi, has held office 
as Under-Secretary in the Ministry of the Interior which 
controls the machinery of the State police. Four members 
of the outgoing Cabinet, including the Foreign Minister, 
Sr Artajo, retain their present posts. The remaining 
portfolios are routine promotions. An official of the Finance 
Ministry, Sr Francesco Gomez Llanos, is the new Finance 
Minister ; the Minister for Agriculture, Sr Rafael Cavestany, 
was a member of the Agricultural Research Institute, while 
the Minister for the Navy, Admiral Salvador Moreno, is a 
former Minister of Marine who has been commanding the 
naval base at El Ferrol. 


Although a number of the new Cabinet have been described 
43 monarchist, it would be a mistake to imagine that this 
heralds the return of the Pretender, Don Juan, to the throne. 
Spain abounds in “ passive ” monarchists who would welcome 
areturn of the monarchy, but are not prepared to take action 
to bring it about, and meanwhile enjoy such fruits of the 
Franco regime as are available to them. Moreover, the 
Don Juan monarchists are hopelessly divided among them- 
selves, and there are in addition other monarchists who 
support the Carlist line, such as Sr Iturmendi, the Minister 
of Justice. Count Vallelano, the new Minister of Public 
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Works, who was Mayor of Madrid under Primo de Rivera, 
is a monarchist by repute, but were he a true supporter 
of Don Juan he would not hold office under Franco. 
Franco’s policy is at present directed towards persuading 
Don Juan to abdicate in favour of his eldest son, now 
at school with his brother in Madrid. Don Juan himself 
is unacceptable to Franco because he is tainted with 
liberalism from his contacts with Republican Socialists in 
exile. So far, Don Juan has shown no signs of complying 
with Franco’s wishes, nor would there seem much point 
in his doing so, since the Prince of Asturias is now only 
twelve and may not succeed to the throne, under Franco’s 
Succession Law, until he is 30, by which time Franco 
would be nearing 80. 


The fact is that, with the possible exception of the 
Minister of Commerce, Franco has done nothing to introduce 
more liberal elements into his Cabinet. Moreover, his hand 
has recently been strengthened by prospects of a good 
harvest and better water supplies to generate electrical power 
for industry. The cancerous state of the economy remains, 
as the recent outburst of strikes bears witness, but the United 
States’ need for bases is Franco’s opportunity. Past ex- 
perience shows that he is unlikely to waste it and his terms 
will almost certainly be stiff. Extensive United States help 
is at present Spain’s only hope of recovery ; but it will go 
to a totalitarian and illiberal regime, and it will not be 
surprising if only a small proportion of it reaches the people 
for whom it is intended. 


Class War in Western 
Germany 


Tue air of Federal Germany resounds with threats of class 
war. From the headquarters of the Deutsche Gewerk- 
schaftsbund (the German TUC) come statements framed in 
terms. such as “challenge to battle,” “the employers’ front ” 
and “ strong-points” which fall so naturally from German 
lips. The Federation of German industry is less militant in 
tone, but equally formidable in strength. The employers’ 
union may even be stronger than the DGB. True, the 
German trade union movement is no longer split into 
Catholic and Social organisations, but it is not a monolithic, 
centralised body. Owing to the insistence of the British in 
the early days of Military Government, the trade unions were 
reorganised on the democratic lines of the TUC. The head- 
quarters in Duesseldorf have therefore no direct authority 
on wage issues, In any case, only about 5,500,000 out of the 
working population of 14,250,000 are union members. 


The present tension between the employers’ and trade 
union organisations is not the fault of Dr Adenauer. At the 
end of last year the Chancellor made an effort to secure 
labour peace by two measures. He established a joint com- 
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Bravo Monsieur! ... mais 


c'est impossible that you arrive today! 


Yet there it was... before his eyes. The Crossley 
car that had set out from London on the twenty- 
third of March 1907 arrived in Monte Carlo 
the very next day— only thirty-five hours later. 
An event which increased more than ever the 
insistent demand for Crossley cars; was recorded 
in Automobile history; and filled its makers with 
a glowing sense of triumph. 

This pride of achievement, springing from a stead- 
fast belief in constant and absolute per- 
fection in engineering quality, has been 
a guiding principle at Crossley Motors 
from the very first: and through the 
years this official policy, with its 
ideal of perfection,has never made con- 
cessions or compromises of any sort. 


When it became clear during the 1920’s that 
the industry as a whole had accepted mass- 
production methods, the bold decision was 
reached to maintain the criterion the Company 
had set itself by changing over to the commer- 
cial vehicle market: and today, in its new field, 
the prestige attached to the name of Crossley 
stands as a tribute to the individual courage 
of a company that has never sacrificed its ideals. 


© CROSSLEY 


FOUNDED IN THE TRUE TRADITION OF BRITISH CRAFTSMANSHIP 


Crossley Motors Lid., Errwood Park, Siockport, is a member of the Group of Companies controlled by 
Associated Commercial Vehicles Lid. of which the selling organisation is 
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oe to deal with the problem of stabilising wages and 
we and he pressed through the Co-determination Law. 
Fis latter measure—a big step towards syndicalism—gave 
izbour the right to an equal share in the boards of directors 
nd management. of the heavy industrial concerns of the 
Ruhr once they have been reorganised under the Allied 
Law 27. It is bitterly opposed by the employers’ federation, 
necquse the labour representatives will tend to be spokesmen 
of the trade union headquarters. The DGB is as deter- 
mined to extend co-determination to every important branch 
of industry as the employers’ organisation is to prevent any 
further breaches in the rights of capital. The latest round 
nas gone to the employers—in this case the State itself ; the 
Bundestag has rejected a demand that the Federal Railways 
Roard should give equal representation to labour. The rail- 
yay union leader thereupon issued a flaming declaration 
about struggle to the fast. 


No More Concessions 


In the field of wages it also seems that the period of con- 
cession by both sides*is at an end. Conflicting statistics 
come from the two rival organisations ; but it appears fairly 
certain that wages have gone up over the past year to roughly 
the same extent-as prices. The unions are probably right in 
cuiming that the German worker has still a smaller share of 
the national income than before the war, while any observer 
of the German economy can see that he works extraordinarily 
hard to secure as much as he does. To minimise inflationary 
conditions and set the mismanaged public finances in order, 
the German worker should probably not receive much more, 
but taxation should leave trades and industrialists with less. 
Something in that direction has been attempted in the new 
Federal income tax regulations, but in general Dr Schaeffer, 
the Bonn Minister of Finance, still. remains helpless in the 
face of competing pressure groups. 


Various employers’ associations have now declared they 
will not grant further wage demands. The new chairman 
of the DGB, Christian Fette, has retorted that in view of 
the “great unrest among the workers,” and the failure to 
keep prices down, “ it is time to change the present economic 
system.” On July 24th the DGB executive recommended 
withdrawal from all co-operation with the Government. 
Over a hundred wage agreements have been ended by indi- 
vidual unions and some leaders inside the Metalworkers 
Union have decided to “break the industrialists’ front 
from below” by instructing individual factories to take 
their own steps to secure benefits which have not been 
accorded by negotiation. The struggle in this branch of 
}‘ndustry will have wide political repercussions. The 
cmployers will certainly oppose any further wage increases 
ill the more resolutely in view of the Schuman Plan. They 
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will wish to retain the position of the Ruhr as the cheapest 
steel producer in order to justify the investment of all avail- 
able American capital in Germany . 


The Trade Union Federation, in contrast to the Social- 
Democrat Party, has conditionally approved the Schuman 
Plan, since its economists believe that the Plan offers the 
Ruhr a big chance of leadership, and co-determination 
ensures power for the Federation in the Ruhr. It has, 
however, reacted strongly against the latest concessions 
made to private owners by the Allies in connection with 
the reorganisation of the Rubr, and maintains that the 
new unit companies must be publicly owned. Here they 
are at one with the Social-Democrats. 


Another indication of the trade union leaders’ intention 
to enter the home political field came on the occasion of the 
election of Herr Fette last month. The new chairman 
announced that the unions would themselves take action 


against any neo-Nazi activities, should the authorities fail 
to do so. 


From the Soviet Zone, an almost desperate effort has 
again been made to use these tendencies for Moscow’s pur- 
poses. Herr Ulbricht and the Communist trade union 
federation have issued appeals to the Western Germans to 
link wage claims with action against defence production and 
the Schuman Plan. The West German Communists have 
again been reprimanded for their failure to secure working 
class unity. The Communists have indeed failed in Western 
Germany. They have been progressively ousted from all 
but a few positions in works councils and trade union 
branches ; only recently the Commu-tist leader, Agartz, tried 
to instigate a strike in the mining industry, but only suc- 
ceeded in getting himself expelled from the central organ 
of the powerful mining union. The main concern of the 
average workman is to retain his job and build up the enter- 
prise of which he is a part. Industrial workers are already 
afraid that shortage of raw materials will cause short time 
or unemployment and are anxfous not to make the risk worss 
by strikes. The employers are therefore in a strong position, 
which they will undoubtedly be tempted to abuse. 


Britain’s Island Colonies—Il 


Fiji and the West Pacific 


For the first time for many years a British Minister from 
the Colonial Office, Mr John Dugdale, is now on a visit to 
the Western Pacific. He will enter there the least knowa, 
but in many ways the most fascinating, area in the British 
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Empire—interminable reaches of ocean, studded with small 
islands, whose scattered and primitive populations (Poly- 
nesian, Melanesian and Micronesian) have long provided 
the anthropologist’s paradise. But for the administrator, 
who must carry out ten-year development plans, inaugurate 
trade unions and co-operative societies, build up local 
institutions, and make that “advance to self-government ” 
which is the essence of British colonial policy, this 
Garden of Eden does not lack its cares and problems. 


The focal point of this area is the island of Fiji, with a 
. population of nearly 300,000. There are then three groups 
of islands—the Solomons, the Gilbert and Ellice Islands and 
the New Hebrides (the latter under a condominium with 
France) whose populations amount in all to less than 200,000. 
The separate island of Tonga has 46,000 people, with a 
kingdom proclaimed in 1845—and based on the British 
constitution—today ruled by Queen Salote. And finally, 
120 souls, mainly of British descent, inhabit the lonely island 
of Pitcairn in the extreme east. All these islands were 
brought under British protection towards the end of the 
mineteenth century. The Solomons and the Gilbert and 
Ellice group were occupied by the Japanese during the war, 
and suffered severe damage and disruption. 


Traders Replaced by State Schemes 


In this extraordinary dominion colonial officials pursue 
day-to-day policies which are surprisingly similar to those 
laid down in all the varying circumstances of Equatorial 
Africa or the West Indies. Obviously there must be an 
ordered economic framework—this means proper trading 
arrangements, fair prices to the producers, balanced budgets, 
income tax and the rest. It is no easy task, yet in this 
field great progress has been made since the war, partly 
owing to the high prices that have prevailed for the main 
products of the area—sugar, copra and gold from Fiji; 
copra and phosphates from the Gilbert and Ellice Islands ; 
and almost entirely copra from Tonga, the New Hebrides 
and the Solomons. Pitcairn has one main source of revenue— 
postage stamps. 

But, as in other colonies in these days, prices are no 
longer left to chance. The British Ministry of Food buys 
the whole of the copra, under bulk-buying contracts, through 
statutory Copra Boards which are non-profit-making organi- 
sations. The sale of sugar in Fiji has also been guaranteed 
by Britain at fixed prices. In the Solomons and the Gilbert 
and Ellice Islands the commercial firms which operated 
before the war have not returned. Their place has been 
taken by government trade schemes, in some cases working 
on co-operative principles, which retain all the profits for 
local development and welfare. Co-operatives, government 
trading and other measures of self-help have developed 
successfully in recent years, and the trade and revenue 
figures for the whole area look extremely healthy, showing 
threefold or fourfold increases over ten years :— 


Fijt AND WESTERN PACIFIC 


(£000's) 
1939 1949 1950 
ee SEP eer ee ay ear oak 1,940 8,085 
Serr eer ere) ee ean 3,034 9 000* Ss 
PPE COP ORS OEE 1,010 5 296 
xgeertre 20 be eee kes ae 1,189 4,702 


*Approximate 


In Fiji a Development Fund Bill, sponsored by a dis- 
tinguished Fijian, has just passed its third reading in the 
Legislative Council. Its purpose is to channel off the heavy 
tax which will be levied on all Fijian copra growers from 
the proceeds of their sale of copra to the Copra Board. 
These moneys will be paid into the Fund and credited to 
the growers, or co-operative societies, who have paid the 
tax. They will then be able to withdraw their credits plus 
imterest, for special improvement schemes approved by the 
Board of the Fund. (This may be compared with the 
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arrangements in the marketing of West African coc 
have caused so much controversy.) All copra mug be 
marketed through the Copra Board, so that the Open marker 
on which European and Chinese traders have long been 
established is upset. The Fijians, who themselves initia 
this Bill, have taken things into their own hands. This, «i 
the Governor in the Legislative Council, “is a bolg experi. 
ment for which it would be difficult to find a close preceden,” 


0a. Which 


In the Gilbert and Ellice Islands there has been another 
bold experiment. The Government Trade Scheme hx 
become a co-operative wholesale society. It imports trace 
goods, distributes them to the island co-operatives, ang 
collects and ships copra. The latest figures available shoy 
a profit of £36,000 on merchandise trading in 1949, and 
a profit of £70,000 on copra trading. £48,000 was placed 
in a special Whe ame and Welfare Fund, for joans 1 
the island societies for development work, and to repay the 
cost of the ships which the society is now wealthy enough i 
buy. It is a remarkable record for this one group of 
scattered islands with a population of only 37,000. Mor. 
over, there are 22 trade unions in Fiji, and the official repor 
says that “collective bargaining has become a normal feature 
of the industrial set-up.” 


This good balance sheet on the economic front has meant 
a variety of social services. It is remarkable that Fiji ha 
a Central Medical School, founded in 1884, at which four- 
year courses in medicine were attended, in 1050, by & 
students from the whole area. But the record of politica 
advance is quite different. Whereas almost every othe 
British territory has undergone fairly dramatic constitutiond 
changes—or even a series of changes—in the last decade, 
nothing of this sort has happened in the Pacific except in 
Fiji. All the island groups come under the jurisdiction of 
the High Commissioner for the Western Pacific ; none has 2 
Legislative Council ; they are administered by officials with 
varying titles. Fiji has Legislative and Executive Council 
which have been revised recently. The Legislative Counc! 
has 16 official members and 1§ unofficial, apportioned on 
the basis of strict racial equality irrespective of the size «l 
the community—5 Fijian, § Indian and § European—a nezt 
way of solving racial problems at the centre. 


Uneasy Undercurrents 


It would be easy to look at this total picture complacent), 
but beneath the surface there is a simmering of maiais, 
springing from the impact of European civilisation on iscialec 
and backward peoples. This uneasiness bursts out sporad- 
cally in mysterious native cults—the Vailala Madness. the 
Fijian “ Cargo Myth” (under which it was believed that 
deceased ancestors would return in a steamer as white mea 
and distribute free vast quantities of trade goods to thos 
who had followed the cult) and, in the Solomons since Ue 
war, the Marching Rule movement. Marching Rule sprang 
directly from the impression made by the wealth of Amencat 
soldiers during the war, and was somehow connected with 
the Cargo Myth. It was extremely well organised and 100 
the form of an anti-British campaign on the basis of 0% 
co-operation with the authorities. It grew to such pie- 
portions that in 1947 it had to be forcibly suppressed °Y 
the arrest of all the leaders. Today the leaders have beca 
released and are mostly working with the Admunistratic?. 


In the early days of European contacts in the South ee 
infinite harm was done to the Islanders through the unbricke 
pursuit of trading profits. Today that era has largely passc° 
under an ordered and benevolent administration, attune¢ © 
the ideals of the welfare state, social and economic advan 
has gained momentum. What this will finally mean ® 
human happiness remains obscure ; nor can one dralt rl 
confident blue-print for the political future of the gp 
Islands. But what, in terms of the twentieth century, “ 
possibly be the alternative ? 


(To be concluded) 
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Aspects of enterprise 









In Canada two large and complete new Simon flour 


milling plants were recently built for the same firm. 
The first was completed in 1948 and the second in 1950. 


oth were designed, manufactured, shipped, installed and 


| set to work in nine months. Of the first mill the client 


wrote: It incorporates the last word in milling equipment 


and facilities to be found in any Canadian plant.” And 


of the second: “ The most modern flour mill ever erected 


| in Canada or the United States.” 


SIMON-CARVES LTD 


HENRY SIMON LTD 


SIMON HANDLING ENGINEERS LTD 


TYRESOLES LTD 





TURBINE GEARS LTD 
THOS. ADSHEAD & SON LTD 


HUNTINGTON, HEBERLEIN & CO. LTO 
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Aword 
about deeds 


“DEEDS NOT WORDS” isa good motto for business. Yet some 
words have great power to influence deeds. 

The name of Laing stands for many fine structures—factorie 
power stations, steelworks, cement works, aerodromes and schools 
—completed efficiently and on time, and for a century-old tradition 
of team work and craftsmanship. The name sets a standard which 
the firm’s employees are ambitious to live up to, and so it is a great 
begetter of deeds. 

Furthermore it guarantees that same high standard of work for 
those who entrust their construction to John Laing and Son Ltd. 











LAING 























For speed and efficiency in building and civil engineering 


JOHN LAING AND SON LIMITED : Established in 1848 
London, Carlisle, Johannesburg, Lusaka 
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TOP 
OF THE FORM... 


Catesbys Desks are notable for their good 
design, their variety and quality of work- 
manship. They have captured to an unusual 
degree the preference of executives in 
commerce and industry. There is something 
unique in the atmosphere projected from a 


CATESBYS DESK 


We shall be glad to send our representative or 
to submit a complete brochure of photographs 
portraying complete Office Furnishing and to 
welcomé you in our model showrooms. 

May we invite your inquiry to our Director 
of Contracts 


Catesbys Contract Division: 64-67 Tottenham Court Road, W.1 
Our only address. Telephone: Museum 7777 
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Healthy industries make healthy nations. For example 
petroleum is a basic industry that must maintain and sa 
crease its production. When it does, a multitude of othe; 


When economic industries prosper with it. 


Rugged International Diesel tractors, power units anq 
related equipment serve the petroleum industry well, They 
handle every power job; they clear and level land for drill 


health comes rigs, man the pumps and lay pipe a hundred miles or more. 


Consider the basic industries that make up the physicg] 


. 


and economic security of your nation. International Harves. 
by the gallon i ter contributes strength to these industries by providing the 
necessary tools for transport, agriculture and all phases of 
earthmoving and construction. International Harvester 
Export Company, 180 N. Michigan Ave., Chicago 1, U.S.A, 
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McCormick Internationel 

INTERNATIONAL HARVESTER reas aE 

BUILDER OF ESSENTIAL EQUIPMENT FOR ESSENTIAL WORK International Industrie 


Power * International 
Harvester Refrigeration 
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Dividends under Control 


*CAPEGOATS are easier to find than cures. One 

cannot expect Labour Party supporters to miss the 
spportunity of holding profits and dividends to blame 
for the present ills of inflation and rising prices. What 
s more perplexing is the rapid change in the Chan- 
-ellor of the Exchequer’s thinking on these matters. In 
his Budget speech, he recognised the function of profit as 
an incentive in an economy “ three-quarters of which is 
run by private enterprise.” His arguments led him to 
raise the rate of profits tax on distributed profits from 
30 per cent to §0 per cent, in the hope of providing “a 
sowerful incentive to companies to put profits to reserve 
rather than to increase dividends.” He preferred this 
course to statutory control of dividends, which he 
rejected on the understandable grounds that it would 
not be wholly practicable and would involve additional 
administrative work. Now he has changed his mind 
completely. Dividend limitation—if the Government 
has its way—is to be fastened on the British economy 
for three years from yesterday. 


The reasons for the Chancellor’s decision are worth 
setting down. They depend on his estimate of the 
pubiic’s attitude towards dividends, not on any measure 
of their economic effects : — 

It is no exaggeration to say that practically every morning 
there is news of a company increasing its dividend in a pretty 
substantial way, and on a scale far greater than the general 
mcrease in money incomes which has recently been taking 
place. This kind of thing inevitably acts as a continual 
iritant on the great majority of the population who are not 
equity shareholders. . . . The psychological consequences of 
sharp increases in dividends are far greater than their direct 
monetary effect. . . . I have now come to the conclusion that 
these further steps are necessary if we are not to be con- 
unually frustrated in our efforts to check inflation and the 
crease in the cost of living. 

This amounts to an assertion that the rise in dividends 
has been a material factor in raising the cost of living, 
which is absurd. The rise in dividends has absorbed a 
small part of the rise in profits, the great bulk of which 
has been paid over in taxation and set aside to company 
ieserves, thus fulfilling the precepts of the Economic 
Survey of helping to restrain the increase in inflationary 


- 


pressure, 


The “ further steps ” that the Chancellor proposes are 
certainly drastic. They will rock the equity share market, 
which until recently has responded vigorously to the 
prospect of higher dividends, and the Chancellor’s 
intention to contrive a deflation of equity share values 
will certainly be satisfied. So far, only the principles 
of dividend control have been announced, but these— 
énd the Bill that the Government intends to present in 
the autumn—will need the closest study. A limit will 
be imposed on the gross amount of equity dividends 
distributed by public or private companies during a 
Petiod covering three accounting years from July 27th. 
The limit for the majority of companies will be the 
cverage amount distributed or declared in respect of the 
last two accounting years up to July 26th—in other 


words, the virtuous ones that have observed dividend 
limitation suffer, while the naughty are permitted to 
average their sin. Some companies that have paid no 
dividends in the past two years will be caught by the 
penal capital standard of 5 per cent on their issued 
capital and new companies will be limited in effect to 
a 7 per cent distribution ; the control will not apply 
to companies distributing less than £10,000 gross. The 
form of control implies that companies that wish to 
reconstruct their capital will have to seek consent from 
the Treasury—an extension of the disagreeable principle 
that it is entitled to act as arbiter in its own cause. 


Clearly, dividend control on this pattern will imply 
a reduction in dividends, in many cases, below the level 
of the latest year, and an even greater fall below expecta- 
tions for the coming year. This is the ceiling without 
floor—a variant of the end-result of EPT without any 
of the compelling circumstances of war itself. To 
suppose that, if these proposals go through, they will 
be limited to three years is asking those members of the 
public who are equity shareholders (not so negligible a 
section of the public as the Chancellor seems to think) 
to believe too much. They mean—if they are passed 
and kept on the Statute Book in anything resembling 
their present form—the end of free enterprise in 
industry, the death of the adventuring of new capital 
in new processes, the rigid mould of control over what 
is and the removal of incentive from new savers and new 
investors to finance something better. This is the latest 
and worst example of tilting at windmills and attacking 
symptoms. If the amateur psychologists of the Treasury 
bench had any political courage and any economic 
realism they would shrink from proposals that would 
damage for all time the prospects of a free, healthy and 
progressive industrial economy in this country. 


Dismay at the rapid rise in the cost of living has 
thus led to sweeping attacks that wholly fail to 
distinguish between the significance of profits and 
dividends or to measure their relative weight. Once 
again, therefore, the facts that emerge from published 
accounts are submitted for examination. The Chancellor 
presented his Budget on April roth ; thus the results 
of the companies whose accounts were published in the 
second quarter of this year were largely drawn up to 
give effect to his tax proposals. They did not, it seems, 
satisfy his wishes about dividends ; but it is difficult to 
discover how their dividend decisions could have added 
any appreciable force to what Mr Jay called “ the infla- 
tionary pressure on living costs.” In fact the 877 com- 
panies whose reports were received in this very active 
quarter increased their dividend payments by little more 
than {10 million, from {52.1 million to £62.6 million, 
both figures being calculated after deducting tax. Ten 
million pounds may sound a lot, but it is tiny compared 
with the “ inflationary pressure on living costs” that is 
already being caused by higher import prices and by 
wage increases this year. The former have run into 
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a hundred million pounds; the latter are officially 
estimated at £2,750,000 a week. The rise in dividends 
represents perhaps one part in fifteen hundred of the 
nation’s total expenditure. To pretend that it is a prime 
cause of inflation is politics, not economics, 


Nor indeed is the rise in trading profits a cause of 
inflation ; it is certainly a consequence of inflation and 
it admittedly owes much to the comfortable economic 
climate to which Mr Gaitskell referred in his Budget 
speech. It is not a healthy state of affairs that 877 com- 
panies can in a single year increase their trading profits 
by 273 per cent, from £482.3 million to £614.0 million. 

‘his is the end-product of inflation and rising prices, 
not the particular mark of enterprise, though that has 
not been absent. Times without number it has been 
de monstrated in these columns that the bulk of any 
increase in “ profits ° ” attributable to a period of rapidly 
rising prices is not “ profit” at all, but capital dressed 
up to look like profit. Of all the components of the 
national income, profits make the quickest response to 
inflation. The tax authorities know this; and so do 
company directors. The total income of these 877 
companies, after deducting depreciation, rose during the 
past year from £454.6 million to £567.7 million ; their 
total liability for income tax and profits tax rose from 
£207.2 million to £278.4 million. Of an increase of 
roughly £113 million in profits, the tax collector claimed 
over £70 million. Of the balance, roughly £14 million 
has been set aside for contingencies and other provisions, 
£'5,500,000 million retained as reserves by subsidiary 
companies and the same amount retained by parent com- 
panies together with an increase of about £9,000,000 in 
their balance on profit and loss account. The ordinary 
shareholder has received less than a tenth of the increase. 
The average rate of ordinary dividend (before tax) on the 
issued ordinary capital of these companies is 16.2 per 
cent in the latest year, compared with 13.3 per cent in the 
preceding year ; in terms of the “net worth” that the 
legal capital truly represents, the average rate of dividend 
return amounts to §.§ per cent, compared with 5.1 per 
cent, and the average return in earnings (taking account 
of profits tax) expressed in terms of net worth has fallen 
from 13.7 per cent to 12.9 per cent. 


Details of these calculations of profits and dividends 
and of the financial position of the companies are given 
in the tables that accompany this article. (The fuller 
classification by industrial groups will appear in next 
week’s issue of Records and Statistics.) Without doubt, 
the high profits figures of these companies in the latest 
year have brought an appreciable strengthening of their 
current financial position if one is to judge solely by 
the balance sheet figures themselves. The net current 
assets of the 877 companies have increased from {£99 
million to £304 million. There has been no appreciable 
difficulty in financing nearly £150 million of additional 
stock values, and cash and securities have actually 
increased. There has, of course, been some increase in 
permanent capital—notably £56 million of new deben- 
ture and loan finance and smaller amounts of preference 
and ordinary capital. But the broad conclusion is that 
“ profits,” as the accountant understands them, have been 
rising fast enough in the past year to meet the additional 
strains that have been put on industry by rising prices— 
including in particular the replacement of stocks and fixed 
assets at Current prices, 


The fact remains, however, that the book-keeping is 
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Peorits, PRovistons AND Deprectatioy 





Gross trading PTOUL cc ante eesernnvne 
Income from investments ......+...+. 
Other current income........--s+.e0. 
Non-recurring Credits. ...ceesaccesces | 


PERERA SEE NE a 


Total Income....cccceccccsccees 


Repairs and maintenance ..++++++++++ 
Depreciation ........--sseeeeeesvces 
Inc ome Tax (excl. profits tax) ........ 
Profits tax ...c.cccccccescscsvcseces 


Directors’ emoluments. ........<-se0. 
Administration charges, etc........++. 
Contingencies, provisions, etc. .....++. 
i rere re res ere Paes 


Minority share in profits ............. 
Profits retained by subsidiaries ....... 
Debenture interest ..........e+e000s 
Preference dividends ........0..+sees 


Ordinary dividends. .........++sse00s 
Reventie reserves .....-5 62+ eeeeeeeee 
Brought in (parent company)......... 
Carried forward (parent company) .... 





Previous Latest 


(£'000) 


Reports Published Reporte PD 
April-June, 1951 | July, 1959-1 


877 Companies 1 265) 


' 

4 | Previous I 
Year Year xt \ 
| 


482,306 | 614,038 | 1,125,498 1,337.8 
33,771 |. 38,924 82,180 ean 
2,937 | 1,787 | e315 ba 
21,124 } 15, 119 | 43,273 47,137 


640,138 | 669,868 | 1,259,266 Lamy 


3,241 3,728 8.268, 9; 
82,228 98,491 | 168.662»: im 
162,274 | 218,987 | 379,84) 469 993 
44,966 59,401 | 114,930 139 55) 


39,967 4,9 
‘ | 3477S) 354 
$5,356 49,258 | 105,547) 114743 
16,570 105 

! 


9,923 10,176 16,962 18,045 
47,918 53,457 | 79,270 94,595 
749 10,246 | 23,405 26.274 
15,225 15,220 | 36,524 36.609 


52,128 62,565 | 129576 471m 
36,151 41,679 | IIIT 103.0% 
96,003 104,539 | 215.435 232.297 
104,539 | 113,246 | 232,287 25585 





Net Worth EARNINGS AND DIVIDENDS 
Bit Compantss’ Rurosrs PUBL isHEeD Aprit-JuNz, 195] 





Preceding Year Latest Yea 
£ Million { Million 
Forued cedinery COIS, 0 io és sc dccekecopacounns 717-4 134-9 
Real equity or net worth (i.e, net assets after 
deducting liabilities and prior charges) ...... 1,859-0 2,137:3 
Oadinacy GROIN”. 2 os sc ci cave ddcaema seceanse 144-7 166-4 
Ovdinasy GivsGes oie iin vkvecseiecineesauien §2-1 62:6 
Earnings rate per cent, = ; 
On UN CONE i'n 650s ikWek a aR eDiOOS ee 35-5 | 3-7 
ea Peper rrr i yTeyrrr reir re 13-7 12-9 
Dividend rates per cent. :—~ | | 
On temned capital 9s ciccsnccesibesseesuws i 13-3 16-2 
Cemet WOT. 5 isccvicisinas oduct cenrense j 5-1 55 
[ 
* Inch sdin 4g amounts retained by subsidiaries and after ‘tax. t After tax. 


ANALYSIS OF ComPANY BaLANce SHEETS PUBLISHED 
Aprit—June, 1951 








€ 000) 
877 aT! 
Companies Conapat 
Previous | Latest Previous | Latest 
Year Year Year Yea 
ee : 
Capital —, Fixed Assets:— 4 | 
nies) — property an i 
Debenture ... og 252,679 | 308,638; plant....... <a .«» (1,608,394 | 1,830,379 
Preference ........| 418,609 | 426,606 | Less we EE a 473,263 | no 
OnGOae si. dh keds 717,404 | 134,908 





|1,388,692 1,470,152 

Reserves and) 
ui 

Capital res. and 

E. PD T, refund . 444,665 | 591,745 

Revenue res. and 

carry forward.... | 696,914 | 810,689 


a 135,131 | 1.338390 


Trade Investments | 264,03) | 26433 





Tota; Reserves and 
Surplus ........ 2,530,271 |2,872,586 


Outside Interests 
in Subsidiaries...| 137,366 | 139,859 


Current Liabilities 
and Provisions:— 
—_= overdrafts and 


Intangible Assets. | 169,216 | 166,275 
| 
ees 
Geode. Lvpneend 947,725 | | | 1,096,498 
re | $47,522 | 634,821 


Gilt-edged securities | 107,142 | 21,818 
Other marketable 





i ™5 845 
ebb fdas ts 107,065 | 118,523} investments......| 228,811 | 2355 
Creditors and ac- see : Cash ....ccessees-| 393,020 | og 
crued charges . 843,341 | 949,676 

Reserve for future | 
taxation ......... 115,540 | 153,074 
Other provisions... | 59,020 | 63,063 4 

1,124,966 1,284,336 ganas 250.7 


3,792,603 \4,296,781 











3,792,603 4067 
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deceptive, in the sense that it does not begin to measure 
he erosion of capital that has been caused by the per- 
cstent rise in prices and taxation over two decades. It 
must be remembered that the second-quarter sample of 
companies includes the majority of the industrial giants 


} who are more ready and more able than the average run 


of companies to take what corrective measures are open to 
-hem towards preserving their capital substance. This is 


not nearly so true of the smaller public company, and 


even less true of private companies. The memorandum 
shat the British Bankers’ Association has submitted to the 
Roval Commission on Taxation throws most valuable 
light on the financial situation of private companies in 
an analysis of the balance sheets of more than 1,500 





CoMPARATIVE BALANCE SHEET OF 1,514 Private ComMPANIES 
(£000’s) 
Re ee 
1946 1949-50 | 1946 1949-50 
= | 
47,957 G6. 396 + Ceeh. ccs esc eiw esi 9,958 8,974 


33,636 58,859 | Marketable securities 8,706 §,137 

erdrafts 13,998 30,589 Debtors and bills re- 
editors and bills ceivable.......%. 39,160 65,486 
payable 49,662 | 69,415 Stocks............ 44,893 90,586 


Total of above assets | 102,717 | 170,183 
| Other assets (net).. | 42,536 | 44,878 


145,253 | 215,061 | 145,253 | 215,061 


a | 


Source: British Bankers Association. — 
private companies that compares their position in 1946 
with that of 1949-50. These companies show a Io per 
cent fall in cash holdings, and an increase of 118 per cent 
in bank overdrafts. Their stocks have increased in value 
by just over 100 per cent, and despite the fact that 
“penuine and spurious profits have borne heavy taxa- 
ion” they have managed to finance three-quarters of 


Aero 


M ILITARY aircraft construction is strategically the 
iV i most important single item in the rearmament pro- 
gramme as well as the most costly: and it seems likely 
to prove the most problematic. Its two sides, airframe 
and aero-engine production, are separate in nature and 
technique: and the Select Committee on Estimates, 
which took evidence from the aircraft industry before 
‘ull details of the programme were available, and pub- 
lished its findings at the end of May, could even then 
detect signs that the production of engines might not 
long remain “in phase” with the production of air- 
frames. Fuller consideration of the aircraft programme 
supports its conclusion that quantity production of gas 
turbines for aircraft presents certain special problems 
ceyond those common to defence contractors 
generally. 


The outline of the programme is well known. Apart 
from outstanding orders, largely placed before the 
Present programme began, for Rolls-Royce Derwent and 
Nene and de Havilland Goblin engines for Meteor, 
Attacker and Vampire fighters, large orders have been 
placed with the de Havilland Engine Company for 
the Ghost engine of the Venom fighter. Much 


larger orders have been placed for the Rolls-Royce 
Avon engine that already powers the twin-engined 
Canberra and the four-engined Valiant bomber and 
is expected to be used in a number of new fighters. 
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the increase in stocks trom reserves trom taxed profits 
and by finding new capital. The results of the inquiry 
can be summarised in a pro forma balance sheet. 
From these figures the memorandum reaches the valid 
conclusion that they amply confirm the general impres- 
sion that in postwar years the increase in capital resources 
has not kept pace with the rise in the financial require- 
ments of business undertakings. 


The Financial Secretary, in the closing stages of the 
debate on the Finance Bill, admitted what had been clear 
from the general drift of the Budget—that “the main 
extra revenue required for rearmament must come from 
increased taxation on profits.” The full effects of the 
increase in profits tax and of the withdrawal of the initial 
allowances will not become apparent until a couple of 
years have elapsed. To pretend in these circumstances 
that it is only increases in dividends that are offensive is 
disingenuous. Policy is being aimed deliberately at the 
income that industry needs to sustain itself ; warnings 
that this course is using up the real substance of industry 
go unheeded ; the arguments of the Tucker Committee 
that “true profits” are what conventional accounting 
principles say they are have been eagerly prayed in aid— 
despite the spirited criticism that they have attracted, to 
which the British Bankers’ Association have added their 
authority. Eventually, perhaps, there will be a greater 
public understanding of the nature and role of profits 
in the British economy ; politics have given “ profits ” 
a bad name, and even those who understand what they 
are often seem capable only of shamefaced apologetics 
when they talk about them. It is to be hoped that 
industry, the City, the professions and the economists 
are preparing to put their case effectively and factually 
before the Royal Commission. 


Engines 


This engine will in time become the standard 
power unit for the RAF. Smaller orders have been 
placed for the Armstrong-Siddeley Sapphire engine that 
is considered as an alternative to the Avon. Armstrong- 
Siddeley turbo-prop engines for special naval aircraft, and 
piston engines for trainer and transport aircraft and fer 
helicopters, have been ordered in relatively small 
quantities. 


The de Havilland Engine Company had begun to 
expand its capacity before the rearmament programme 
was on foot and therefore has space at its disposal to 
fulfil the orders that have been placed with it. Rolls- 
Royce Ltd. has several factories already working on 
Avon production. A further factory in Glasgow is being 
converted from piston engines to Avons, and the com- 
pany is about to build a completely new factory in 
Scotland. Other companies that will be building the 
Avon engine—Bristol and Napier—have the necessary 
factory space for the orders so far received, but will be 
tooling up without any experience of jet-engine produc- 
tion other than what can be gained from prototype 
development ; and if it should eventually undertake Avon 
production, the Standard Motor Company may need to 
build a new factory. The Sapphire orders can be handled 
within the Hawker Siddeley Group, the Hawksley Com- 
pany providing factory space to supplement Armstrong- 
Siddeley’s facilities. 








232 


A major contractor in the aero-engine programme 
might be expected at the peak of its output to be able 
to produce 200 to 300 engines a month; the smaller 
contractors might turn out between 50 and 100. Each 
of the newer engines requires roughly three times the 
machine tools and man-power needed for a piston engine, 
but is a unit of much higher power. The aircraft industry 
as a whole is employing about 158,000 men and women ; 
this labour force will have to be greatly increased, 
although no accurate calculatioa is possible. Possibly half 
the additional workers may be needed in the engine 
factories. The work done in many engine factories is 
limited to the machining of bought-out rough forgings 
and castings and to their assembly with other components 
bought from outside. All these sub-contractors will need 
to expand output—and probably their labour force—in 
proportion. 


* 


At present, the production of the latest types of jet 
engines is modest. Tooling up the new lines will take at 
least twelve months and some time after a year the lines 
will reach their full rate of output. Construction work 
for new factories that are being built will take at least a 
year, and it will be more than two years before their 
engine production reaches a peak. Within the industry 
Rolls-Royce and de Havilland, the two companies with 
jet engines in production before rearmament started, 
have a lead over other manufacturers. Both companies 
received big orders last summer and their long-term 
contracts with suppliers of materials give them a further 
advantage. In the same way, these two companies were 
able to take some chances and place orders for machine 
tools orders, both at home and abroad, well in advance. 


There is no reason to suppose the aircraft programme 
in any way exaggerates military requirements. But it is 
still necessary to ask whether it is practicable, one that 
can reasonably be expected to be fulfilled. Production 
methods for British jet engines have so far consisted of 
adapting known machining techniques to finish rough 
components to the accuracy required by gas-turbine 
engineering (up to limits of one ten-thousandth, of an 
inch on some components). Such techniques are quite 
suitable for limited commercial production where the 
scale of output does not justify the designing of 
special tools to carry one operation through from start 
to finish; but they may prove both clumsy and 
. wasteful of tools and man-power when applied to 
quantity production. Yet it is by these means 
that the greater part of the engine programme seems 
destined to be carried out. The methods have been 
tested and are known to work with reasonable accuracy. 
Experience will undoubtedly suggest improvements (de 
Havilland has recently reduced compressor machining 
time to between a quarter and a third of the former 
figure) and, given sufficient tools, these methods should 
not prevent the engine programme from being fulfilled. 


’ Both the Ministry and the industry are reasonably 
confident that the tools will arrive ; but tools without 
labour are useless and the engine factories are, at this 
moment, concerned more about the supply of labour than 
about other single factor. A cut in engineering pro- 
descthans tes eheitions binbantn ealabih delante thane wedleene, 
but the aircraft industry does not expect to get many by 
such means. It prefers to believe that housing is the key 
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to labour supply and is apprehensive lest delays to house 
building in certain important areas might mean that :is 
new machine tools reach the factories before the workers 

Labour, material contracts and tools are all factors that 
might hold up the start of production. There is anothe; 
feature of engine production that could put the deliveries 
of certain components “ out of phase,” in the same way 
that the deliveries of engines may become “ out ¢ 
phase ” with the supply of airframes. The de Havilland 
Ghost may be the last British jet engine to go into pro- 
duction with a centrifugal compressor. This is a lary. 
disc with vanes along its face, and it can be produced 
two at a time on automatic profilers with about 130 
hours machining. The axial compressors used in jj 
other new engines are built out of alternate stationar; 
and rotating rows of about 100 small blades. The pro. 
duction of the rotating blades—about 1,500 to 2,000 to 
each engine—may prove the worst bottleneck in the 
whole rearmament programme. Rolls-Royce and sever! 
American manufacturers still use a light alloy for these 
blades ; but the majority of other manufacturers either 
use, or are being encouraged to change to, stainless steel, 
An engine production line of 100 engines a month would 
call for about 200,000 blades for its compressors and 
turbines. It is not difficult to imagine British blad: 
requirements reaching and exceeding one million : 
month ; in the United States present requirements have 
been put at 500,000 blades a week and may rise to several 
millions a week as American engine production builds up 


* 


The blades have a complicated aerofoil shape tha 
must be reproduced with extreme accuracy if engin: 
performance is not to be impaired. The light alloy 
blades can be die-stamped at high speed but the life of 
each set of dies is limited to only 1,500 to 1,800 blades— 
one set of dies is needed for every engine. Die-making 
is a slow process entailing hours of hand filing in its final 
stages. Although the number of blades per set of dies 
might be increased, it seems inconceivable that die pro- 
duction by present methods can ever keep pace with the 
production of compressor blades at the rate that may be 
required. It is possible to re-face dies several times, bui 
even the process of refacing may take more than half the 
time needed to make a new die. Thus, although die- 
stamping speeds up the production of blades in the 
factory, it throws back an intolerable burden on the tool- 
room, and this can be lifted, it would seem, by nothing 
short of a revolution in die-making technique. 


The production of stainless steel blades is even mor 
difficult. Many engineers can get no more than 300 
stainless steel blades from a set of dies, and the industry 
has devoted much ingenuity to designing, so far without 
success, machines for producing these blades in quantity. 
A turbine blade, made from materials of slightly greattt 
hardness than stainless steel, needs one and a half to two 
hours of machining to reduce the rough forging to 1 
required dimensions, and a steel compressor blade pro- 
bably rather less time. These facts give some indication 
of the tools, time and labour that are needed — 
1,500 or more steel blades for a single engine. W! 
chil he igh tings ld up by thc esi 

¢ ro ings is up r 
of the to part with it on the terms offered by the 
Ministry of Supply, but the same machines will be 
out in quantity production in the United States nest 
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spring. It should then be possible. to see whether they 
do in fact, offer an opportunity to circumvent at least 
at of the difficulty caused by the preference of 
engine designers for blades of this intractable material. 


* 


It is difficult in these circumstances to share the 
apparent optimism of the industry and the Ministry that 
compressor blade deliveries constitute no threat to the 
engine programme. The attitude of the engine com- 
panies is partly explained by the fact that each under- 
takes to produce as many blades as its own factories can 
handle but relies on sub-contractors for the balance. 
These specialised blade producers, whose difficulties 
| receive considerably less attention than those of the 
engine makers, are already swamped by the recent flood 
of orders. Probably the only concern with a real prospect 
of receiving blade deliveries on time is Rolls-Royce, 
simply because that company was able to place its orders 
shead of the others. New factories can and will be built 
for blade production, and in time a new sub-industry 
may be created with factories capable of turning out as 
many as half a million blades a month. But a decision 
build new factories does not solve the difficulties of pro- 
viding sufficient dies for stamping light alloys or with 
machines for turning out steel blades. 


Each of the many experimental techniques tried in this 
- country and in the United States has had some unsatis- 
factory feature that has prevented the development of a 
new mass production method for making blades. Some 
engineers hold that the best solution would be to devise 
a method of mass-producing dies ; but this is still a long 


233 
way from practical possibility. War itself might compel 
a solution by permitting greater tolerances on the blades ; 


this would speed production at the expense of engine 
performance. 


But this is an industry in which expert views can differ 
widely, and the belief that such down-grading could be 
taken under the dictates of emergency does not absolve 
the authorities, both at the Ministry of Supply and at 
the Air Ministry, from criticisms of complacency on this 
point. Some sections of the industry view with disquiet 
the abandonment of nearly all officially sponsored 
development work on centrifugal compressors, which are 
relatively simple to produce. Even if this decision proves 
to be correct on technical grounds, it is no use letting 
engine designers forge ahead on axial compressor engines 
without keeping in mind the present limitations of 
techniques in producing blades for them. Compressor 
design holds the key to engine efficiency, and particularly 
to fuel consumption ; but if engines are to be produced - 
in quantity, some concessions may have to be made to the 
requirements of quantity production, and these might 
entail, for example, a revision of some blade designs. 
Meanwhile, the authorities seem content to order more 
and more engines although the sub-contractors, on whom 
the responsibility of producing the extra blades eventually 
falls, have repeatedly protested that they can see no 
hope of delivery by the dates specified. It is, surely, 
desirable that there should be closer co-operation 
between the services, the engine designers and the blade- 
production specialists to see whether standards and 
quantities have been set too high or whether the aircraft 


programme can still be realised by technical collaboration 
at all levels. 


Business Notes 


Tampering with the Barometer 


Mr Gaitskell’s statement on Thursday, made just as 
this issue of The Economist was going to press, revealed 
more clearly than any governmental pronouncement for many 
months how completely political objectives now block 
every sane approach to economic policy. Confronted yet 
again with the menace of inflation, with an ominous dis- 
equilibrium in the balance of payments, and with an excessive 
level of domestic consumption, the Government has produced 
three measures that scarcely merit even to be called 
expedients. The first of these, the legal restraint of divi- 


dends, which is discussed in the article on page 229, is - 


nothing more than a party-political sop; any direct relief 
that it may afford, by way of curtailing consumption, will 
be virtually negligible. The second measure, the extension 
and intensification of price control, does not make even 
this pretence of tackling the real problem. In effect, the 
Government proposes to tamper with the barometer of 
inflation—or, rather, with what the public regards as the 
barometer, the level of prices—in the hope that, if its 
faking of the readings succeeds, people will believe that the 
pressure has relaxed. The third measure, tighter control 
of bank advances, is in principle more defensible ; but in 
Practice the wisdom of: this step rests upon the assumption 
that existing methods of broad “ priority” directives to the 
anks are more likely to achieve the requisite restraint of 
demand than orthodox quantitative methods—supported, as 
hecessary, by rising interest rates. 


_ Past experience does not justify. this assumption—even 
if it does not demonstrably rebut it. The directives to the 
banks, broadly phrased though they are, have been quite 


clear in their general intent, and there is every reason to 
believe that the banks have tried conscientiously to lend only 
for purposes that the authorities, in their planners’ wisdom, 
would themselves have approved as “essential.” Yet 
bank advances have expanded fast. It is curious, indeed, that 
it should have been Chancellor Gaitskell who has taken 
these steps—for he has shown in the past a clearer under- 
standing of the basic economic principles, and a better grip 
upon realities, than any of his recent predecessors and 
most, if not all, of his present colleagues. Even now, he 
concedes the potency of rising interest rates—provided these 
are restricted to commercial banking business. To argue, 
as he did on Thursday, that no useful purpose could be 
served by raising Treasury bill rates, is to miss the vital 
point—which is that a policy of restricting the general 
volume of credit (a policy that could be widely pervasive in 
its effects) would incidentally involve some increase in 
these rates. As recent articles in these columns have demon- 
strated, this particular rise would be an incidental conse- 
quence, not a specific objective, of the policy that is needed. 
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Prices and Logic 


Mr Gaitskell’s attitude towards price control is even 
more astonishing—because it is a complete volte-face from 
the basic principle of his Budget. All his reckoning was 
then based on the thesis that the rise in domestic prices 
caused by the leap in import costs would do the job that 
otherwise would have called for still heavier taxation (or, 
what_he did not admit, for honest retrenchment). Now, in 
effect, the Chancellor is hoping to ensure by extended price 
control that prices will not do that job. Each rise is to 
be deferred as long as possible, thereby providing consumers 
with a positive inducement to expand their purchases, 
increasing their effective purchasing power, and simul- 
taneously depleting the pool of savings that accumulates 
in company profits—and, of course, also eating still further 
into the real capital of industry by preventing manufacturers 
from relating their prices to replacement costs. Worse 
still, the techniques to be employed are the obnoxious 
methods of differential pricing and cost-plus that the 
authorities have been steadily and wisely relinquishing in 
the past four years. Mr Gaitskell puts back the clock and 
rewards the inefficient. 


All this, it is scarcely necessary to add, results from 
political fear and party doctrine. There must be no retrench- 
ment (because it is “ impossible”). There must be no 
honest monetary policy (because Labour still regards it as 
a vicious instrument of “ capitalism”). And there must be 
no admission of the truth that real incomes cannot rise in 


present circumstances, and may, in fact, be reduced willy- 
nilly. 


* * * 


Anxiety about Coal 


If anxiety were the measure of Ministers of Fuel and 
Power, Mr Noel-Baker this year might be shaping as the 
best of the succession. Accusations in the House this week 
that he might be forgetting the lesson of last winter’s coal 
shortage would seem to be quite misplaced: the Minister 
lets no week go by without a dire warning or a doleful 
appeal. But anxiety is something less than vigilance ; and 
there has been little in his public utterances to suggest that 
his control of fuel difficulties in any way matches his painful 
awareness of them. The enforced cuts in domestic con- 
sumption that the Chancellor announced this week consti- 
tute the usual surrender to circumstances, not a policy. 
Possibly the most disturbing factor in the coal industry today 
is the profound lack of confidence at the top of the industry 
and the National Coal Board that anything can really be 
done—in the short run—about production. 


Efficiency in consumption is always desirable ; but it 
cannot be put forward as the only remedy for a failure of 
output to fulfil demand. Considerable savings in coal might 
be brought about by new fuel installations in industry or 
by the wider and more efficient use of solid fuel for space- 
heating. Both objects might be promoted by more realistic 
pricing of different fuels ; and such economic comparisons, 
and not the mere promotion of various fuel-saving devices 
for which adequate backing already exists, should be the 
central task of the Minister’s new fuel economy committee. 
But such measures must be complemented by purposive 
action on the other side of the equation—by getting more 
coal. 


A final decision whether or not to import American coal 
again this winter will not be easy to take: but it 
cannot be long delayed. Even if most districts of the coal 
industry allow Saturday working to be resumed before Sep- 
tember (as the miners’ executive still appears to hope) it 
will not be easy to decide in good time whether the famous 
“autumn spurt” that disappointed last year’s hopes will 
materialise this year. Last winter pointed the lesson that 


arrangements for shipping should be made well in advance. 
The coal industry is just holding its labour force at the coal 
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face: but for three months past total manpower has bee 
slowly declining. Between now and the beginning of i. 
coal winter in November it is hoped to add more 
4,500,000 tons to distributed coal stocks, raising them ; 
18 million tons. This seems to be a rather generous fan 
though perhaps not an excessive one, given the presen; rate 
of consumption. An estimate based upon applying currep 
rates of output and consumption to last year’s figures, anj 
assuming that the modest export and bunkering programme 
are fulfilled, suggests that the industry might fall slightly 
short of this figure, whatever the effect of official measyre, 
to cut domestic coal consumption. 


*® * ® 


American Coal for Europe 


Other European countries, at any rate, have no doubt 
that they must go on importing American coal this winter. 
For the third quarter of this year Europe’s total coal deficit 
according to estimates of the Economic Commission {o; 
Europe, will be 9,000,000 tons of coal and 2,000,000 tons of 
coke. America’s port capacity to move coal to Europe js 
generally put at some 7,000,000 tons a quarter, and though 
the limit might be stretched, it is doubtful whether the whol: 
@000,000 tons could be supplied. Apart from this total, 
moreover, Germany is now making a claim to be allowed to 
import 3,000,000 tons of American coal. The United State 
does not export coke ; and coke will present the most difficul: 
shortage in the European fuel economy. It has inevitably 
brought up again the constant argument between the con- 
sumers of metallurgical and domestic coke: the steel-making 
countries want priority for their needs, while countries such 
as the Scandinavian group, for example, argue that their 
domestic heating is based upon coke and they can no more 
afford to be deprived of coke than can the steel industries. 
Given these gaps between requirements and supplies, it is 
not surprising that for the first time since the war the 
delegations to ECE have failed to reach agreement about 
allocation of the available supplies ; further meetings are 
planned, but there is no sign that the disagreement will be 
resolved. 


Much of the dispute concerns the sharing of German coal 
exports. Until August last year this sharing was based on 2 
formula set by the coal committee of the Economic Con- 
mission for Europe ; since that time Germany has been free 
to include coal in the trade agreements it has made with 
other European countries, notably Italy. Certain of the 
other importing nations that partly depend upon coal from 
Germany—they include Norway, Denmark, Yugoslavia and 
Austria—have been seriously hit by the pre-emption of 
German supplies for these favoured customers. Part of the 
attraction of German coal is its low price ; and the German 


- Government’s proposal to increase export prices by some 


25s. a ton (bringing them slightly above British export 
prices) may have some effect upon importing countrits 
claims. 


Marshall Aid is now being granted for the purchase of 
American coal, and the United States is providing ships 
from its reserve fleet. Since the spring an ompe 8 has been 
made to co-ordinate shipping requirements of European 
countries, in order to disturb the freight market as little as 
possible in coming months: and European importers at 
now reporting that tonnage is at present not difficult to 
obtain. A further suggestion on these lines is that countri¢s 
well suited to import American coal, such as those on the 
western seaboard, might take more of their requirements 0 
this way, giving up claims to the export pool of European 
suppliers. Such a scheme might benefit the Continent 5 4 
whole by reducing transport costs to a minimum ; but 
view of the sharp difference in price between American 4 
European coal it could not be arranged without some so 
of financial compensation. 
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STABILITY IN 
CHANGING CONDITIONS 


A customer of the Three Banks Group 
has the comforting knowledge that 
however rapidly trade conditions may 
change either at home or overseas, he 
has at his disposal the combined skill 
and wide experience of a Group in 
touch with financial and business 
interest in all parts of the world, and 
the benefits of a Banking Service that 
is adaptable, individual and complete in 


every detail, 


ROYAL BANK OF SCOTLAND 
Founded 1727 Edinburgh, London & Branches 


GLYN, MILLS & CO. 
Founded 1753 London 


WILLIAMS DEACON’S BANK LTD. 
Founded 1771 Manchester, London & Branches 
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1.C. F.C. 


PINANCE CORPORATION LTD. 


Finance for the Private Company 


Rising costs of plant, stocks, and work in 
progress have combined with taxation to set 
new problem for the Private Company in 
raising additional capital or long-term funds. 
To assist sound enterprises in solving such 
problems within the limits of today’s priori- 
ties is one of the functions of I.C.F.C. 


I.C.F.C. operates on commercial principles 
and offers despatch, economy and flexibility 
in method. 





Full particulars of the facilities offered may 
be obtained from 
The General Manager, The Birmingham Manager, 


7, Drapers’ Gardens, 214, Hagley Road, 
London, E.C,2, Birmingham, 16. 




















BAYERISCHE VEREINSBANK 


ESTABLISHED 1869 


Every description of National and 
Foreign Banking Business transacted 


Munich Office: 5 Maffeistrasse 


Cable Address: “‘Vereinsbank” Phone: 28401. Telex No. 063/603 


Nuremberg Office: 21 Lorenzerplatz 


Cable Address: “Bayverein’ Phone: 27741, Telex No. 06/2217 


Augsburg Office: 37 Maximilianstrasse 


Cable Address: “Vereinsbank’’ Phone: 4681. Telex No, 067/20 


Offices and Branches all over Bavaria 
Correspondents throughout the world 























BANK OF 
MONTREAL 


Uncorperated in Canada in 1817 with Limited Liebitity.) 


Financial Agents of the 
Government of Canada in London i} 


The Bank undertakes general banking business and 
with its numerous branches offers special facilities 
in Canada and the United States. 


CAe os as eee oes $36,000,000 
REST AND UNDIVIDED PROFITS $51,498,000 | 
ASSETS IN EXCESS OF... —_.... $2,000,000,000 


Huntly R. Drummond, Esq., Honorary President. 
B, C. Gardner, Esq., M.C., President, 

Louis L. Lang, Esq., C. F. Sise, Esq., Vice-Presidents. \ 

Gordon R, Ball, Esq., General Monoger. 





Head Office: MONTREAL 
Over 560 branches in Canada covering every province, 
and in New York, Chicago and San Francisco. 


London Offices : 
41 Threadneedle Street, E.C.2 
A. D. Harper, Manager. 
9 Waterloo Place, Pall Mall, S.W.! 
T. E. Roberts, Manager. 
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Recap on Rearmament 


Detailed criticism in Parliament of the progress of 
rearmament is, in principle, indispensable: in practice, it 
can seldom be effective. The Select Committee on 
Estimates, whose first report on rearmament was debated 
in the House of Commons this week, heard its last 
evidence in mid-March and presented its conclusions at the 
beginning of May. In so far as those were of urgent value 
to the programme, they should have taken effect upon the 
civil servants organising it well before now (though belated 
organisation of the advisory council for the radio industry, 
discussed below, does not suggest any frantic haste). In so 
far as the conclusions were general in nature, the circum- 
stances upon which some of them were based have changed 
fairly radically since. Provision of machine tools, for 
example, upon which the Committee’s* and other criticisms 
fastened early this year, would since appear to have been 
satisfactorily handled—so far as placing orders goes—by the 
Ministry, who in particular justified its policy of obtain- 
ing many of the tools from America by obtaining from the 
United States Government priorities and many of the dollars 
too. The Committee’s recommendations about allocation of 
scarce materials have in the meantime largely been covered 
by parallel action. Such instances re-emphasise the value 
of the Select Committee’s report ; but they make it no 
easier for the Commons to discuss very profitably nearly 
three months after. 


Mr Strauss’s statement that 51,000 defence contracts have 
so far been placed was one of the few scraps of new informa- 
tion the debate provided: and his assurance that “ by and 
large, we shall carry out the (1951-52) defence programme, 
with some variations between items, to the extent that it 
was included in the defence estimates and forms part of the 
budget ” is interesting if conveniently evasive. From the 
circular argument about double-shifting at arms factories in 
which he and Mr Hudson involved it continued to be 
apparent that the Government would like half a million 
workers to turn to defence production. but that it has still 
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no idea how to induce those who would need to change jo}, 
to do so. Upon one of the technical recommendations ,j 
the Select Committee, concerning the price of steel s;, 

the Minister still seemed to prejudge the issue he had heeded 
over to his Iron and Steel Corporation ; in rejecting sugae; 
tions that full lists of reserve machine tools should ps fee 
to all defence contractors and that another census of machin. 
tools in the country should be carried out, he appeared to he 
on firmer ground. 


* * * 


Inadequate Exports 


Details of the United Kingdom’s trade in June have qo: 
improved the disappointing impression given by the pm. 
visional figures. Exports of almost all categories were dow, 
on the figures for May. Pottery was significant among tly 
few exceptions, since it is one of the consumer goods indy;, 
tries on which the Government is now relying for increase 
exports. Exports were {2,237,000 compared with export 
in May of £2,123,000, an increase that is hardly enough to 
be gratifying. Total exports of vehicles in June by valu 
were lower than the average of the first six months ; the 
number of private cars exported was well below last year’s 
rate. Exports of machinery and metal goods also fell in June 
Textile exports in Jume were valued at {42.5 millioa, 
which was decidedly lower than in the previous two month; 
and only a little more than the average for the first quarter 
Because of the high April and May figures, the total for the 
second quarter was 13 per cent higher than in the firs: 
Textile exports, however, have increased in price by som: 
37 per cent over 1950, which is far more than other manv- 
factures ; the volume of textile exports in the first six months 
of the year has been only a little higher than the average 
rate of 1950. Imports were seasonally high in the second 
quarter. In June the increase in value resulted from the 
import of larger supplies of cotton, as well as of timber and 
woolpulp. Imports for the half-year have been about 10 per 
cent by volume above the 19§0 rate. 












ELECTRONIC DICTATION eenpbetiates - 3 
Makes office work far easier—far more efficient. 


Having dictated his correspondence, reports and 
instructions to the Emidicta, the busy executive 
can be out all day with the comfortable assurance 
that the typists’ work is not held up—and is com- 
pleted ready for his return. 

The running costs of the EMIDICTA are neg- 
ligible. It carries a 12 months’ guarantee and is 
backed by one of Britain’s finest service organis- 
ations. 

Let us prove the value of the EMIDICTA to you, 
without any obligation on your part, by a demon- 
stration in your own office. 
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* 
The EMIDICTA is a product of the E.M1 
Group {His Master’s Voice, Marconi- 
phone, Columbia, etc.) past-masters in 
recording and sound reproduction. 
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The only- news that is.at all reassuring is that the terms of 
ade moved slightly im Britain’s favour from May to June. 
his might well be the beginning of a trend in this country’s 
(your. Raw material imports cost no more in June than in 
May, whereas the price index for exported manufactures 
‘onninued to rise. The effect of the fall in commodity prices 
nce February and March is at last being reflected in import 
-rices. and it seems likely that the import prices index will 
‘o]] in coming months. 

The problem that faces the Government unless imports 
~-e to be limited is how to increase exports that are already 
about 70 per cent above the prewar volume. Targets are 
-eing prepared for 1952, but it is clearly too late to announce 
anv for the current year. In any event, targets will not pro- 
duce exports. With the full impact of rearmament still to be 
‘elt on exports of machinery, metal goods and vehicles the 
main onus of any expansion must clearly be on exports of 
consumer goods, of which textiles provide the major part. 
Raw materials for the wool and rayon industries may be 

mited, whereas cotton supplies are likely to be good. More- 
over, cotton exports are only two-thirds of the 1938 total. 
The limitation in cotton has been the shortage of labour 
ince the war and the refusal of the unions to agree to 
‘ouble shifts. An alternative to increasing output, however, 
< to limit home consumption. The high retail sales of most 
consumer goods at the beginning of the year are partly 
cesponsible for the failure of exports to reach the levels hoped 

It remains to be seen whether recent pointers in the 
etail trade mean that higher clothing and other prices are 
beginning to have some effect in curtailing home consump- 
non, 


* * * 


Less Meat from Argentina? 


Conflicting reports are coming out of Argentina about 
ihe prospective flow of Argentine meat exports to Britain. It 
will be remembered that the protocol signed after long 
haggling last April laid down that Argentine shipments to 
Britain in the present contract year would be at least 200,000 
tons of carcase meat and 30,000 tons of corned beef. Imme- 
diately after the signing of the protocol, there was a welcome 
increase in activity at Argentine’ ports. Shipments of beef 
to all destinations from these ports in May have been estim- 
ated at 364,000 quarters, compared with a monthly average 
c! less than 120,006 Quafters’ in the previous three months ; 
“upments of mutton and lamb. in May have been estimated 
at 18,500 and 185,000 carcases respectively, compared with 
previous monthly averages of only about 2,000 and 1,000 
carcases respectively,. About two-thirds of the beef ship- 
ments in May, and nearly all the mutton and lamb ship- 
ments, were destined for Britain. As a result, about 30,000 
tons of meat of all types -arrived in British ports from 
Argentina in June—arrivals that were considerably above 
the monthly average postulated by Argentina’s yearly com- 
mitment of 230,000 tons. . 


At this stage, however, difficulties began to crop up. First, 
unofficial reports indicate that activity at Argentine amie 
was much reduced in June—which suggests that the large 
‘hipments in May may have come from accumulated stocks. 
Then, the Argentine Livestock Institute—a Government 
controlled body presided over by the Minister of Economic 
Affairs—announced that exports of frozen beef to all destina- 
hens in the four months from July to October would be 
‘mited to rather: less than 9,500 long tons a month and that 
exports of canned. and preserved beef would be limited to 
30 per cent of their previous monthly average. It has been 
suggested that Britain may secure only about 55 per cent 
of these reduced exports. Although exports from Argentina 
usually do decline at this period of Argentine winter, this 
da decline seems to be greater than had been expected. 
‘N part, the decline is due to losses of cattle in the 1949-50 
c rought ; some local observers believe that this has brought 
‘olal Argentine cattle herds dewn to 35 million from the 
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total of 4§ million assessed in the 1947 census. In part, how- 
ever, the decline in available supplies for export must also 
be due to the ill-judged increase in selling prices of small 
cattle (of the sort preferred in the domestic market) during 
last year’s trade deadlock ; this increase encouraged pro- 
ducers to send young cattle to market instead of fattening 
them for this year’s export sales. The indications are, 
in short, that although the long trade deadlock last year did 
not cause other countries to supplant Britain as customers 
for Argentine meat—as some people feared it would do—it 
did result in a disastrous fall in Argentina’s total export 
potential. The implications of this for Argentina’s foreign 
exchange position are as obvious as they are disquieting. So 
are the implications for the negotiations for opening the 
Argentine market to “inessential” imports from Britain 
and for future sterling remittances. The negotiations about 
“inessential” imports now seem to be relapsing into dead- 
lock, while arrears of remittances have still been cleared only 
up to August, 1950, approximately ; those that accrued in 
the fourteen months before that have been remitted only 
at a penal “ free” exchange rate. 


* * * 


Expanding Cement Output 


Although cement stocks are showing thefr usual seasonal 
decline, there should be no recurrence of last summer’s 
cement “ famine ”—assuming always that sufficient transport 
can be found to carry the cement to the more remote 
districts. This year the industry expects to bring 640,000 
tons of new capacity into operation. The largest single plant 
to be put up since the war, the Associated Portland Cement 
Company’s plant at Shoreham, built at a cost of £2,500,000, 
came into operation just after Christmas and is now working 
to its full capacity of 350,000 tons a year. During 19§1, 
the Shoreham plant, together with extensions to be com- 

leted within the year, should produce about 400,000 tons, 
ae the industry’s estimated output to about 10 million 
tons. 


The Ministry of Works calculated that home consumption 
this year would exceed 9,000,000 tons. Exports of cement 
have been kept down during the past two years to 1,800,000 
tons in order to maintain deliveries to the home market. 
Since it is generally agreed that it would be impolitic to 
reduce exports below this figure, the industry made provision 
for meeting the Ministry’s high estimate of home consump- 
tion by arranging to impo?t larger quantities of cement from 
Europe. Imports during the first half of this year amounted 
to more than 185,000 tons. The average price per ton for 
these imports works out at more than £6 13s. compared with 
a domestic selling price of 84s. in the London area and an 
average export price of about £§ 2s. a ton. 


The difference between import prices and the ruling 
home price at which the imported cement is sold is made 
good by a levy of 4s. a ton on home-produced cement. If 
the industry could dispense with imports, a marked reduction 
in prices would thus become possible. Although it is now 
obvious that home consumption will be well below the 
Ministry’s. estimate, the industry does not think that it is 
desirablé on that account alone to cancel its import orders ; 
it will instead use the extra cement to increase exports this 
year to about 2,000,000 tons. A further 500,000 to 600,000 
tons of new capacity, including plant to be built in connec- 
tion with the new anhydrite plants for sulphuric acid, has 
yet to be completed. Some time next year the industry 
may feel that there is sufficient capacity to dispense with 
imports. without thereby running the risk of losing its export 
markets to Etiropean competitors. A price reduction should 
then follow. The buyer can secure a reduction in price now 
by dispensing with-bags and accepting delivery of cement in 
bulk. Consumers are being offered a rebate of about 18s. 
@ -to the: value of the bags—for bulk supplies, 
but the response so far has not been active. 
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Plush dogs don’t bark 


TO a baby a woolly toy may be indistinguishable 
from a living animal—but a dog-lover knows the 
difference! Baby’s plaything won’t beg for bones 
or run after sticks, howevet loudly you shout 
‘Fetch it, Rover’! 


Thete are substitutes for wood, too, and to the 
ordinary petson they may look just as good. But 
the expert knows the truth of the saying ‘ There’s 
nothing like wood’, Wood is alive: wood has chat- 


acter: wood is something you grow fond of. 


All very true, you may say, but can we get wood 
if we specify it? Well, there is a shortage of some 
traditional timbers—but on the other hand many 
new timbers are coming into the country. The 
Timber Development Association will be glad to 
put you into the picture on the supply situation. 
Why not drop them a line about your particular 
problem? 
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{SSUED BY THE TIMBER DEVELOPMENT ASSOCIATION 


91, College Hill, London, E.C.4. and branches throughout the country 
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“South African Sherry 
for me every time 


So I’ve converted you, too, then? 

You certainly have! Do you remember you told me tg 
look specially for the fine South African sherries. Sinco 
then I’ve found some which are just exactly to my taste. 
And don’t you find them easy on the pocket, too? That 
means something these days! 

Yes, how is it they can send us such remarkably good wines 
at such a reasonable price ? 

Well, there are two reasons: that amazing climate of 
theirs at the Cape, and then the Preferential Duty. 

No wonder South African Sherry is becoming so popular, 
then. 

It deserves to be. Do you know they’ve been making 
wine in South Africa for nearly 300 years. With all that 
experience behind them and the splendid organization they 
have now built up, they’re able to produce the very 
highest quality. Their really fine wines are matured for 
many years before they’re shipped to this country. 

I suppose we can now say, then, that South Africa is one 
of the leading wine producing countries ? 

Well, wouldn’t you say it was, from the 

taste of this sherry? Let me fill your glass!” 


SOUTH AFRICAN WINE FARMERS 
ASSOCIATION 


(LONDON) LIMITED 

















THE GLASGOW SCHOOL OF MANAGEMENT STUDIES 





THE ROYAL TECHNICAL COLLEGE 
and 


The Glasgow and West of Scotland 


COMMERCIAL COLLEGE 


announce the following courses 
for the 
Session 1951-52 
(October, 1951 to June, 1952) 





For individual students 
One-session full-time courses in the following subjects! 


WORKS MANAGEMENT 
PERSONNEL MANAGEMENT 
BUSINESS ADMINISTRATION 


For students sponsored by employers : 


Full-time courses, each of 9 weeks’ duration on 
WORKS MANAGEMENT and LABOUR RELATIONS 


Commencing on 
October Ist, 1951, January 14th, 1952, April 16th, 1952 


Enquiries for further details should be addressed to ! 
The Royal Technical College, 
Department of Industrial Administration, 
George Street, Glasgow, C.1. 








or 
The Glasgow and West of Scotland Commercial College, 
Department of Business Administration, 
Pitt Street, GLASGOW, C.2. 

















































HE ECONOMIST, July 28, 1951 


Courtaulds’ Plans in America 


sir John Hanbury-Williams, at Courtaulds’ annual 
ecting this week, added a few touches of detail to the 
ent announcement that the company is to establish a 
ere" rayon plant once again. in the United States. He was 
"ve to announce that Treasury permission to acquire dollars 
” the project had already been granted ; and though he 
node no estimate of the total cost, he did say it would be 
well in excess of the $10 million suggested last week in 
America. 

Ever since it was forced to surrender its interest in 
American Viscose during the war, Sir John recalled, it had 
been the ambition of the company to re-establish its partici- 
sion in rayon manufacture in the United States, and “ all 
possible methods of achieving this objective had therefore 
heen carefully considered.” He was confident that the plant 
yould one day be a good dollar earner as well as a satisfactory 
‘avestment: and, as expected, he added that the possibility 
of extending the scope of the American venture to cover 
other products in addition to the initial 50 million Ib a year 
of viscose rayon staple would always be in the minds of the 
Ry ard, 


* * * 


Financial Agreement with Pakistan 


A new six-year financial agreement between the United 
Kingdom and Pakistan is to be signed in the near future. 
In recent discussions in London Mr Gaitskell and the 
Finance Minister of Pakistan reviewed the whele field of 
Anglo-Pakistan financial relations and made a number of 
arangements about the future of Pakistan’s sterling 
balances. They agreed, in the first place, that £30 million 
chould be transferred at once from Pakistan’s No. 2 (or 
blocked) account, to its No. 1 (or current) account. This 
s2 once-for-all transfer. The £30 million concerned will be 
regarded as a minimum currency reserve, and the Pakistan 
Government has no intention—at present—of drawing on it. 
Pakistan has given an assurance that, should it ever become 
“necessary” to make such drawings, this would not be done 
without first consulting the British Government. The British 
Government has also arranged for annual releases of 
{4.000,000 from the No, 2 to the No. 1 account to help to 
finance Pakistan’s development programme during the six 
years of the Colombo Plan. If during this period Pakistan’s 
“essential requirements” call for larger releases, the two 
governments will consult together with a view to arranging 
any “ necessary acceleration.” 

_ These provisions for the release of Pakistan’s sterling might 
cccome important—and their apparent vagueness might be- 
come dangerous—if the Dominion’s trading position 
ceterirated. For the moment Pakistan is abundantly supplied 
with sterling in its current account as a result of its favour- 
adle balance of payments, not only with the sterling area but 
vith the dollar world ; there is a tendency in Pakistan, how- 
wer, to regard the formal immobilisation of part of its sterling 
a‘ something of a stigma so that the new agreement will carry 
“me prestige significance. A more immediately interesting 
ature of the new agreement is that the British Government 
to sell {4,000,000 worth of gold to Pakistan as an addition 
‘c the independent reserves that its State Bank holds as sae 
i the backing for the note issue. This follows the precedent 
‘cin the last agreement with Ceylon. It reflects the growing 
'endency among the dollar earners in the sterling area not 


\c leave the whole of their hard currency earnings in sterling 
daances in London. 


* * * 


South Africa’s Reserves—and Imports 


Three years ago, when South Africa’s external finances 
were gravely threatened by the sudden cessation of the 
w of foreign capital and by the extravagant boom in 


infi 
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imports, its government showed great reluctance to check 
these imports by physical controls. Now that the tide has 
turned, it is showing an equal reluctance to relax these 
defensive measures. In his annual survey as governor of the 
South African Reserve Bank, Dr de Kock remarked that the 
inflow of capital has far exceeded all expectations, and yet 
comprised investment funds as distinct from the hot money 
that played so large a part in the earlier movement. During 
i950, there was a net inflow of £78 million, and the balance 
of payments—apparently including capital movements— 
showed a final surplus of £71 million, in contrast with a 
deficiency of £63 million in 1949. The gold and foreign 
reserve mounted to the very high level of £172 million by 
the end of the financial year (March 31st) though it has 
since declined to around {150 million, or not much above 
the figure shown at this time last year. Exports, excluding 
gold, rose in 1950 by £65 million, while imports declined 
by £9,000,000, This relatively moderate net decline in 
imports conceals, however, the very sharp fall that occurred 
in those from hard currency countries; these were reduced 
by no less than £46.million, while there was also a fall of 
£5,000,000 in those from Britain. It is noteworthy that 
purchases from Germany, Japan and Italy contributed £20 


million of the increase of £42 million in imports from other 
countries, 


Sales of gold at premium prices, of great importance to 
the mines themselves, are now beginning to play a significant 
part in the Union’s balance of payments. They amounted 
to £§14 million, or to more than one-third of the industry's 
total sales, and the net premium produced was {3.6 million 
(equivalent to about 7} per cent on the monetary gold price). 
Of the sales made by the Bank itself, 91 per cent, or £74 
million, was made to Britain, and, of this, £684 million was 
sold under the terms of the financial agreement between the 
two countries. Hence the proportion (47 per cent) of the 
Union’s total gold output that was secured by Britain under 
this agreement proved to be appreciably above the minimum 
that it laid down. Despite the present strength of South 
Africa’s reserves, Dr de Kock emphasises that the pressure 
upon the Union’s terms of trade, and the possibility that the 
inflow of funds may slacken makes it desirable for a develop- 
ing economy to walk warily—hence his conclusion that the 
present mechanism of import control should be retained for 
the time being. 


* * * 


FCI’s Problems Reviewed 


In his annual address to stockholders of the Finance 
Corporation for Industry Lord Bruce explained in some detail 
why the Corporation considered. it prudent to apply last 
year’s available balance of income to writing down its invest- 
ments—thus showing neither profit nor loss. As noted in 
The Economist of July 7th, the FCI has always followed a 
policy of making advances at very low rates of interest to 

rojects that are still in the development stage ; in return, 

owever, it takes conversion options in the equity of such 
ventures, so that it receives an adequate.return for its risk- 
bearing if and when its customers reach the stage of full and 
profitable production. One case in which this method of 
operation has proved highly successful is that of F. Perkins, 
the diesel engine manufacturers, which has now matured 
sufficiently to approach the public capital market for finance ; 
as a result of the new issue, announced last week, the advances 
made by FCI to this company will be repaid, and a sub- 
stantial profit should accrue to FCI through its holdings in 
the equity. Unfortunately, however, some other borrowers 
from FCI have run into the common bugbear of finding that 
development is a much more expensive business in infla- 
tionary conditions than they originally budgeted for. The 
outstanding example among FCI’s bigger customers is Petro- 
chemicals Ltd. ; the primary plant of this venture should have - 
reached the stage of full operation by the end of this year, 
but Lord Bruce countered that “ it has still to be demon- 
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strated whether the basic products can be produced at a 
profitable and competitive price, not only under present con- 
ditions but in face of a recession.” Lord Bruce drew comfort, 
however, from the fact that the gloomy predictions now 
made by some people about Petrochemicals’ future are 
reminiscent of those made at this time last year about: the 
Ultramar oil project in Venezuela ; Ultramar, whose equity 
FCI can claim to have saved for Britain, has now repaid all 
but {1,100,000 of its advances from FCI. 


Lord Bruce made little direct reference to the reduction of 
investment outlets that FCI has suffered through the 
nationalisation of steel. He did indicate, however, that the 
Corporation expects to get a “substantial amount of com- 
pensation ” as a result of the waiving of the equity conversion 
rights that were attached to its £40 million of pre-nationalisa- 
tion steel advances. This compensation money, together with 
the profit that FCI expects from the transfer to the market 
of its advances to F. Perkins, will provide a buffer against any 
{osses that may arise from FCI’s other existing commitments. 


* * * 


Belgian Congo Central Bank 


A new central bank and bank of issue is to be estab- 
lished within the next few weeks in the Belgian Congo. 
The new bank will have a capital of Frs. (Congo) 150 million, 
of which one half will be subscribed by the Governments 
of the Congo and of Ruanda Urundi, 25 per cent by the 
National Bank of Belgium, and the other 25 per cent by 
Belgian private interests ; its ultimate headquarters will be 
at Leopoldville. Hitherto the functions of a central bank 
have been performed in this territory by a mixed central- 
commercial bank, the Banque du Congo Belge. This bank, 
which is owned by the Société Generale de Belgique, will 
henceforth concentrate on its commercial business. At 
present much of this business is handled by its subsidiary, 
the Banque Commerciale du Congo, which was set up in 
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\o* | NATIONAL TRUST COMPANY LIMITED 


BARCELONA TRACTION LIGHT & POWER 
COMPANY LIMITED 





NATIONAL TRUST COMPANY LIMITED of Toronto, 
Canada, announces that as holder of all the shares of Ebro 
Irrigation & Power Company Limited and Catalonian Land 
Company Limited, both of which are Canadian Companies 
incorporated under the Dominion Companies Act, it has 
delivered protests to the persons in Spain purporting to act 
as Directors of these two companies, protesting against the 
notice which has been advertised in Spain by these persons 
stating that new shares must be applied for to them within 
thirty days of the notice, after which the present outstanding 
shares of these companies will become valueless. 


National Trust Company Limited states in these protests 
that it does not recognise the validity of any such exchange 
of shares as is called for by the notice and points out that the 
legality of the appointment of the persons at present purport- 
23 ing to act as Directors of these companies and the validity 

of all their actions has been challenged in the Spanish Courts 
where the relevant issues have not yet been heard. 


National Trust Company Limited has sent similar protests 
to the persons purporting to act as Directors of two Spanish 
Companies, namely Union Electrica de Cataluna S.A. and 
La Electricista Catalana S.A., of whose capital National 
Trust Company Limited is also a shareholder. 


National Trust Company Limited also points out in these 
protests that the shares in question of the two Canadian and 
two Spanish Companies are held by it under the Trust 
Mortgages securing the sterling bonds of Barcelona Traction 
Light & Power Co. Ltd., as security for these bonds and that 
it holds the certificates for these shares at its Head Office in 
Toronto. 
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1911. Now that the parent bank’s central bank 
tions are to lapse, it will not be debarred in any 
commercial operations and there would seem to 
justification for maintaining two separate institut) 


IZ funy 
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New Machinery for Radio Orders 


The Ministers of Supply’s announcement in the Hoy. 
on Monday of impending establishment of g Radis 


Advisory fe dnd the appointment of a Director-Gener, 
of Radio Production has been welcomed by the industry 
The need for a step of this kind has been apparent for some 
time. Although the Radio Industry Council, the manuf. 
turers’ organisation, has had its own rearmament committe: 
there has been no Opposite number inside the Ministry with, 
which common problems could be discussed. Responsibility 
for placing orders for radio equipment was divided betwee 
those sections of the Ministry acting for the Air Ministry 
and those acting for the Army, and was a comparatively 
minor aspect of each section’s work. Members of th: 
industry have complained, on occasions with considerable 
vehemence, that there was no one of authority within th: 
Ministry with whom they could deal and that they suffera 
accordingly in negotiating contracts. 


Some of the consequences of this lack of central respon. 
sibility were brought to light in the industry’s evidence 
the Select Committee on Estimates last February. They 
ranged from apparent ignorance of impending material 
shortages to cuts in material allocations made without prior 
consultation with the industry, and lack of any guidanc 
to producers in deciding between conflicting home and 
export demands. The Select Committee asked in May for 
urgent action to improve the “present system of negotiation 
between the Ministry of Supply and the radio industry.” 


Neither the name of the new Director-General nor of th: 
members of the Council had been announced at the time 
The Economist went to press, but the Council is expected to 
consist of about eight industry representatives and one or 
two members of the Director<General’s staff. The centrali- 
sation of responsibility implied in the creation of this new 
post should go a long way to meet the industry’s complain's 
on that score, but the work of the committee may prove ') 
be even more important. The timing of radio orders needs 
great care, for the industry’s products include key com- 
ponents for most major items of military equipment. The 
Government’s plan for the radio industry requires a smooth 
transition from civilian to military production ; and it may 
involve maintaining civilian production at a high level unt 
military equipment can replace domestic sets on the assembly 
lines. This may not come about for at least eightecn 
months ; and it will need the closest co-operation between the 
Ministry and the industry to see that there is no serious 
ee to output—and possible loss of labour—bdefore 
then. 


* * * 


Surplus Tin ? 


On Tuesday, Mr Symington, the chairman of t 
Reconstruction Finance Corporation, announced that agt** 
ment had been reached to pay Bolivian tin producers $1.12 
a pound. This price is 6 cents above the level of $1.96 # 
which the RFC has kept its selling price since the middle 
of June. Mr Symington mentioned that the new Bolivia 
price of $1.12 is equivalent to a Singapore price of $1.08 
a pound or £864 a ton. The RFC informed Dutch and 
Belgian producers only last week that it would not pay ™>* 
than $1.03 for their tin, Thus the object of the RFCs policy 
seems not merely to reduce the price it has been payi% 
for tin but also to offer differential prices to different 
suppliers. Indonesia and the Belgian Congo have agreed t0 
supply the United States with tin concentrates instead 
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metal under their contracts; as a result, the supplies of 
Belgian and Dutch tin that the London market had expected 
will not arrive. Additional supplies of concentrates from 
Belgium and Indonesia will enable the United States Texas 
emelter to increase its output from about 37,000 long tons 
3 year, the rate at which it has been operating in recent 
“oaths, to some 55,000 tons; this would still be below 
the theoretical annual capacity of the smelter. 


Since supplies of concentrates are assured from Bolivia, 
the Belgian Congo and Indonesia, the United States could 


easily postpone all purchases of tin metal for as long as 


rwelve months if it wished. Consumption in the United 
Sates has been running at about 70,000 tons, but is likely 
0 he reduced by at least a tenth as a result of the restric- 
ons imposed on the use of tin. The RFC’s stocks were 
published as 31,000 tons at the end of last year. Since then, 
cocks have been depleted by some 8,000 to 9,000 tons, 
leaving about 22,000 or 23,000 tons, apart from tin held in 
the stockpile. Moreover, at the beginning of this year the 
American Government restricted the amount of tin that 
could be held by producers of tinplate to three months’ 
cupply, and by other users to two months’ supply ; as a 
result some 10,000 to 15,000 tons of additional stocks are 
probably held by large consumers in addition to the stocks 
officially allowed. Since the RFC will under-deliver by 
this amount, this tonnage is equivalent to a further reserve. 
Thus, with RFC stocks of 23,000 tons, smelter output of 
55,000 tons and consumers’ additional stocks of 10,000- 
15,000 tons, American supplies of tin available in the next 
twelve months could total 88,000 to 93,000 tons. These 
supplies would meet consumption and leave a surplus, with- 
out touching the large strategic reserve. 


If America should hold aloof from the world market, 
except for the purchase of concentrates under existing 
agreements, a serious surplus of tin would result. World out- 
put of tin metal is currently at the rate of 165,000 to 170,000 
tons a year. Excluding the United States, the amount avail- 
able for the rest of the world would be about 110,000 tons. 
This calculation assumes that the additional concentrates to 
be supplied to the American smelter would result in a cor- 
responding reduction of Dutch and Belgian smelter output. 
World consumption, again excluding America, is at the rate 
of 75,000 to 80,000 tons. Thus a surplus of 30,000 tons or 
more might be in prospect in the coming year, and the 
‘urplus would be even larger if some countries decided to 
ouy No more than enough to meet current consumption. On 
Thursday tin had risen to £895 a ton compared with £8624 
atona week ago, The rise has followed the announcement 
of the price fixed under the Bolivian agreement. The Straits 
price has also risen. The present price is clearly vulnerable. 


x * * 


Increase in Shipbuilding 


Merchant ships under construction in the world in- 

| teased by nearly 250,000 tons gross in the second quarter of 
‘ais year, according to Lloyd’s Register of Shipping, whose 
‘cturns for the end of June record a world total of 5,331,214 
ons. Nearly 40 per cent of this tonnage is under construc- 
Jon in Great Britain and Northern Ireland, where the total 
S 2,114,319 tons, an increase of 41,596 tons. Shipbuilding 
‘0 Japan increased during the quarter by a similiar amount ; 
‘pan now has §20,665 tons under construction, and is the 
‘econd largest shipbuilding country in the world, displacing 
France, whose total of 439,363 tons is some 46,000 tons less 
“an in March. The largest increase in shipbuilding activity 
“uring the quarter, however, was in Germany, where 
“nnage building increased by 126,568 tons to a total of 
387,853 tons. Germany now ranks fourth in the world. 


d 


Returns are not available for China, Poland or Russia. 


Of the tonnage under construction in Great Britain, 34.5 
Pet cent is for export. The export total is 729.313 tons, of 
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BARCELONA TRACTION, LIGHT 
& POWER COMPANY, LIMITED 





A statement issued to-day by the National Trust 
Company Limited of Toronto draws attention to the most 
recent development in the Spanish “ bankruptcy” of 
Barcelona Traction—namely, the announcements in the 
Spanish press of the proposed issue in Spain of fresh share 
certificates of Ebro Irrigation and Power Company 
Limited and other companies of the Barcelona Traction 


Group, and the purported invalidation of the existing 
share certificates. 


The Board of Barcelona Traction desire to make it clear 
that these announcements and the issue of fresh share 
certificates which they threaten are wholly unauthorised. 
The shares and bonds of Ebro, the chief operating com- 
pany of the Group, and shares of the other companies 
form directly or indirectly the principal security for 
Barcelona Traction’s issues of Prior Lien and First 
Mortgage Bonds. The bonds and certificates for shares of 
Ebro and with minor exceptions the certificates for shares 
of the other companies, are in the physical custody in 
Canada of National Trust Company Limited or of the 


Receiver and Manager appointed by the Supreme Court 
of Ontario. 


Puppet Boards of Ebro and the other companies, set up 
in Spain, are now proposing to issue pieces of paper des- 
cribed as “ shares” to supplant the real shares held in 
Canada. The manoeuvre is all the more transparent in 
that the Spanish announcements do not state that in order 
to obtain the new shares the old shares must be presented 
for exchange. It is to be inferred that the new share 
certificates will be issued to three Spaniards (who are acting 
as sindicos in the “ bankruptcy ” of Barcelona Traction), 
without regard to the rights of the trustee for the Prior 
Lien and First Mortgage Bonds, let alone those of 
Barcelona Traction itself, 


If this threatened manoeuvre were successful it would 
render ineffective the security to which the holders of 
Barcelona Traction’s sterling bonds are entitled under 
English and Canadian law and enable the Company’s 
assets to be disposed of in Spain without any remedy. As 
is well known, the Barcelona group of companies is earning 
large revenues in Spain and owns immensely valuable 
physical assets, It is significant that the threatened 
manoeuvre follows hot foot upon the publication of the 
Joint Declaration of 11th June, 1951, to which the United 
Kingdom and Canadian Governments were parties and 
which is claimed by the Spanish Government to be a 
complete justification of the treatment accorded to foreign 
investors in Spain. 


In commenting upon the Joint Declaration, the Board 
of Barcelona Traction, in addition to other criticisms, 
pointed out that it appeared to be irreconcilable with the 
Report of the independent British and Canadian experts 
upon which, inter alia, it purported to be based. The 
Board accordingly invited the British and Canadian 
Governments to publish the Report. 


So far the Governments despite the obvious urgency of 
the situation have not agreed to do so. The Board of 
Barcelona Traction considers that the immediate publi- 
cation of the Report is essential not only in justice to the 
management of the Group which has been traduced by 
the Joint Declaration but also for the protection of the 
shareholders and the independent bondholders of the 
Company whose only safeguard against yet further illegal 
action in Spain is that the truth, and the whole truth, 
should be known. 
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which 344,938 tons are for Norway, 62,690 tons for Panama 
and {58,910 tons for Liberia ; the largest part of this export 
tonnage consists of tankers. Tonnage being built in all 
countries for export amounts to 1,510,710 tons, of which 
48.3 per cent is being built in Britain ; the largest importers 
are Norway, Brazil, Panama and France. The largest 
additions to merchant fleets are being made by Great Britain 
(1,385,006 tons), Norway (645,492 tons), France ($42,829 
tons) and Japan (490,895 tons). 

A table introduced for the first time into these Lloyd’s 
Register returns gives an analysis of ships under construction 
in Great Britain by types. It shows that more than half of 
the total under construction is tanker tonnage, amounting to 
103 vessels of 1,181,755 tons gross. There are also 69 cargo 
liners (491,350 tons), and 20 passenger ships (220.900 tons). 
Dry-cargo tramps account for 23 vessels (141.300 tons) ; 
there are 7 colliers (13,770 tons), 39 coasters (30,41§ tons) 
and 86 miscellaneous craft totalling 34,829 tons, making a 
total of 345 vessels. In addition there are 255 vessels, 
totalling 1,840,851 tons gross, for which plans have been 
approved or material ordered. In this category the propor- 
tion of tankers is even larger (1,247,020 tons, or 67.7 per 
cent) but there are only 8 passenger ships, totalling 95,100 
tons. Thus, of 600 vessels totalling nearly 4,000,000 tons 
that are under construction or in preparation, over 2,400,000 
tons consist of tankers, which make heavier demands on 
steel per ton gross than almost any other type of vessel. 
The British shipbuilding programme is thus heavily weighted 
by tanker orders, the proportion of tankers at present under 
construction being §5.9 per cent in Britain and only 26.9 
per cent in shipyards abroad. 


*x * * 


Plentiful Timber 


Agreement has at last been reached with Russia upon 
the supply of 128,600 standards of softwoods, with an option 
until September 1st for an additional 64,000 standards. 
Some 22,000 standards are to come from the Kara Sea and 
the balahce from the White Sea. Original Russian stipula- 
tions concerning transport of the timber and the timing of 
the cargo ships’ arrival at Archangel have not been met ; 
but Britain’s Timber Control conceded that payment should 
be in convertible sterling. Prices in the agreement are as 
originally proposed. The landed price of White Sea timber 
will be about £95 or £96 a standard, slightly lower than 
the landed price (about {100 a standard) of tmber from 
British Columbia. - A new Jugoslav contract has also been 
made for the supply of some 60,000 standards before June, 
19523 but there have been no shipments yet. The Russian 
agreement has now ensured that softwood supplies should 
be plentiful, compared with the present rate of consumption, 
in the latter part of this year. Some 231,000 standards 
were imported in the first six months; but something 
nearer 1,500,000 standards, including the Russian supplies, 
should be shipped in the remainder of this year. This 
compares with 796,000 standards in 1950 and 1,072,000 
in 1949. This country’s prospects of adequate supplies from 
elsewhere, together with the knowledge that some 260,000 
standards are still to be sold in Sweden and Finland, made 
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it possible for the Timber Control to resist most 


Russian demands. Britain is the most likely purch Of the 


the Baltic timber outstanding. There is likely to “pe, 
difficulty in the dock handling of the large quantities af 


timber expected in coming months. A shortage of lighte, 
and barges in June caused delays in the unloading of timber 
at the Surrey Docks, and many of the quays are too y 
to have large quantities of timber unloaded on to them. 

The trade is anxious lest a surplus should accumuly. 
It is urging a more liberal grant of licences for the use 
timber and an increase in the housing programme. Th. 
surplus will depend on how large the Government’s stoc. 
pile is to be: at the present rate of consumption, howeve; 
it might amount to one or two hundred standards, Aqqj. 
tional uses for timber may be found to relieve pressure 9, 
steel supplies, and the export packing trade will need mor 
if its shortage of labour can be cased. Apart from the. 
essential outlets there may be a case for a change in Gover. 
ment policy, but it would be wise to ensure that all promised 
supplies arrive first. 


The new demands on shipping resulting from the Russiay 
contract have postponed a fall in Baltic freight prices, which 
recently showed a tendency to weaken. Present rates ar: 
about £17 a standard for Middle Gulf ports. Pacific Coay 
rates have also eased from £45 to £35 a standard, but 
recovery is expected if the Government imports mor 
American coal. There has been little change on the liner 
rates from South America or Africa. 


€ax 


Shorter Notes 


After a meeting of the International Wheat Council it 
was announced on Tuesday that the United Kingdom is t 
purchase under the International Wheat Agreement 4; 
million bushels of wheat and 350,000 tons of flour (equi 
valent to some 18 million bushels of wheat). At the end oi 
September the two countries will consider a transaction 
outside the agreement for a further 9,000,000 bushels o! 
wheat. No settlement has yet been reached whether Britain 
is to pay the 6 cents carrying charge which Canada wishes 
to impose on all wheat exports. 


* 


From the end of this month the special 50 per cent strike 
surcharge on freights to New Zealand is to be withdrawn: 
lines serving New Zealand are now confident that they wil 
soon be able to maintain at least as many regular services— 
fortnightly to ports in the north island, and three-weekly 
the south—as before the New Zealand dock strike. Their 
confidence reflects the greater success now attending the 
New Zealand Government’s handling of the strike: and 
also the effectiveness of recent emergency docking arrange 
ments by which ships arriving have discharged all their 
cargo through one port, instead of moving consignments (0 
the port most convenient to New Zealand importers. Special 
rates set for several ships that the lines have recently beet 
obliged to charter will not, however, be altered. 





Patons and Baldwins.—The key to the 
report of Patons and Baldwins for the year 
to April 28th is to be found in the rise in 
wool prices until March this year and the 
subsequent fall. Excluding the trading re- 
sults of the Shanghai branch and after reduc- 
ing the valuation of stocks held in Britain 
by £417,115, the ny’s trading surplus 
has risen by £1,370,902 to £3,826,061. This 
surplus, however, cannot “ looked upon 
as a normal trading profit,” for, as the chair- 
man points out, it is greatly influenced by 


Company Notes 


sales in a rising market of stocks previously 
rchased at lower prices. These stocks 
ave then had to be replaced at the new 


— values. 

here could be no clearer illustration than 
these accounts of the inroads of the so-called 
income tax into the real capital of industry 
during a period of rising prices. Higher 
prices for wool largely account for the rise 
in the book value of stocks. At the end of 
April last year, stocks held in Britain by the 
company were valued at £10,401,527 ; in the 





latest year, the total value of stocks, including 
those held in Shanghai, is £13,992,5%, 
“after writing off £557,290 to reduce 6 
market values at 28th April and a furthe 
£417,115 to write U.K. wool and tops stocks 
down to market values at June 11, 19 ate 

Rising costs have stretched liquid resour™ 
to the dimit. Bank overdrafts and er 
ance credits have only been slightly rege 
from £2,536,571 to £2,353,334 and cash bs 
fallen from £605,803 to. £199,143, des’ 
the issue of £3,000,000 debenture 8 
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replacing the original £500,000 issue. Tt is 
pot, therefore, surprising that the ordinary 
iyidend has been merely maintained at 20 
vor cent. Nor is it surprising in view of 
7 present downward trend in wool prices 
that £804,648, against £750,000, has been 
ansferred to @ contingencies reserve. 

"The fall in wool prices has coincided with 
widespread consumers’ fesistance to high 
arices. Evidently the current year 1s likely 
to be a difficult one, but the chairman wel- 
comes the fall in wool prices and expects that 
«+ will result in a healthier basis for trade 
throughout the industry.” Consumers may 
,eady have benefited from the fall in price, 
for at the beginning of June several of the 
’ manufacturers of knitting wool, in- 
Patrons and Baldwins, the largest 


Years Ended 


jeading 
cluding 


April 29, April 28, 
1950 1951 
i £ 
g SUPPIUS. .. ios ccnaebeees 2,455,159 3,826,061 
‘otal income weeeeee 2,759,980 3,872,331 
Depreciation veee 223,459 = - 279,722 
sat is Oe pep es 1,060,059 2,011,423 
or ordinary stock 695,243 962 463 
Ordinary dividends , re 290,271 280,376 
vidends (per cent.)... 20 20 
eS FOBETVE....csedeve 750,000 804,648 
led to carry forward. .....ee. 112,800 $1,215 
Ralance fel analysis 
Fixed assets, Jess depreciation 7,313,753 8,092,157 
t curt ets ‘ 8,581,342 10,918,168 
« PE ee 10,401,527 13,391,677 
” POT rere Se ae 605,803 199,143 
eerves.....>.c0vansnes Gkkwne 7,865,465 7,851,996 


nary capital . .s 2,638,829 2,638,829 
iinary stock at 69s. 6d. xd. yields £5 15s. per cent. 


cngle producer, reduced prices by 3d. or 4d. 
helow the ceiling price of 3s. Id. an ounce 
vhich became effective in March. 

Since the end of April constructional work 


| at the new Darlington factory has been com- 


rieted. The combing and finishing sections 
are now fully equipped, but some £350,000 
worth of machinery for the spinning section 
has yet to be delivered. In the latest finan- 
cial year the net book value of the Darlington 
factory and plant has increased by £1,098,634 
10 £6,666,033. 


* 


Bleachers Associaticon.—The years be- 
iween 1931 and 1947 were barren ones for 
holders of Bleachers ordinary stock, but since 
1947, when a dividend of 3 per cent was paid, 
the ordinary dividend has gradually been in- 
creased as profits have improved. In the 
atest year the dividend has been raised from 
7} per cent (including a 24 per cent jubilee 
bonus) to 8 per cent. This decision, how- 
ever, came as a Sharp disappointment to many 
stockholders and the 10s. units fell 1s. 9d. to 
lls, 3d. and later to 10s. 9d.. The further 
fall reflects the general weakness in textile 
‘hares brought about by fears of Japanese 
competition. In a year of rising prices and 
‘ greater output in the textile industry, the 
increase in Bleachers’ group trading profits 
tom £1,073,290 to £1,244,211 is satisfactory 
ather than outstanding, though these figures 
we after charging repairs and maintenance of 
(485,964 in the latest year, against £440,398. 


Years to March 31, 


1950 1951 

osdated arnings:— £ £ 
Hrading profit. ........caeee 1,075,290 1,244,211 
Total income . 354 6. sal Giditd 1,146,700 1,332,348 
“im ois aoe gm 144,675 150,592 
Taxation... .. saucapad wae 418,783 523,518 
“r0up carnings for ordinary stock 166,850 259,487 
iinary dividends... 6 ness 78,762 80,193 
rs ary dividends (per cent.). 7 8 
\dded to xroup general reserves 

and carry forward. ......... 88,088 179,294 


rixed assets, less de preciation. . 
Net eurre 


5,645,465 5,709,294 


ih othe tease Lt, 1,661,656 1,935,567 
WONG. ons un'ead See Ua 1,170,384 — 1,374,206 
Cash Ra era NE 192,459 338,574 

VOR 4 Cae oe eee 1,545,838 1,850,549 


Ordinary « apital 


.«+. 1,909,368 1,909,368 
10s. ordinary stock at 10s, 9d. xd. yields £7 9s. per cent. 


An appropriation of £100,000 to a fixed 
Jacement reserves and in the rise in 


eS8eTs ep 


stocks from £1,170,384 to £1,374,206 both 
mark the year’s rise in prices. Allocations to 
reserves have led to some improvement in 
the group’s liquid position and cash has risen 
from £192,459 to £338,574. Attention at the 
moment is concentrated on the ultimate 
revival of Japanese competition. Exports 
from Lancashire, however, have been well 
maintained and Bleachers in recent years has 
extended its activities to the finishing of arti- 
ficial silk and to the preparation of cotton 
cellulose. These interests should stand the 
company in good stead if and when the 
industry has to face Japanese competition in a 
more vigorous form than is the case today. 


* 





Distillers.—large industrial undertakings 
scarcely without exception have reported peak 
profits this year; Distillers’ group trading 
profits have soared from 12,837,691 to 
£17,934,520. But record levels of profits have 
sometimes encouraged investors to assess the 
prospects of bigger ordinary dividends more 
optimistically than seems justifiable to certain 
boards of directors. Distillers is a case in 
point. The widespread view was that Dis- 
ullers’ ordinary dividend would be stepped 
up from 20 to 25 per cent; these sanguine 
hopes have only partially been satisfied by the 
announcement of a 225 per cent dividend. 

At first sight, with trading profits of nearly 
£18 million and group earnings of the order 
of £6.8 million, this decision might be criti- 
cised as ultra-conservative. To do so, how- 
ever, would be to ignore many of the lessons 
that this year of record profits has made clear. 
Before making any appropriations to reserves 
Distillers have to provide more than half o 
the trading profits to meet taxation, which 
absorbs the staggering sum of £9,515,576, 
against £6,421,948. After this burden has 
been met, reserves have to be built up to 
meet the inflated replacement costs of fixed 
and working capital. 

In Distillers’ case the necessary sums are 
retained by subsidiaries or held in general 
reserves, in contrast to the practice in certain 
other cases of strengthening specific reserves. 
In addition, the group has been rapidly ex- 
panding its interests in industrial spheres 
other than distilling ; these developments in 


Years to March 31, 


1950 1951 
Consolidated carnings:>— £ £ 

Semaiee PRONE 6... ced Fekee es 12,837,691 17,934,520 
ee er rey ee 14,082,826 18,411,095 
Deprecdation .5 05.26. vseee ess 953,078 1,103,627 
PANN Suis iw so ed Saenes 6,421,948 9,515,576 
Group earnings for ordinary stock §,332,741 6,839,749 
Ordinary dividends AP x 2,479,265 2,701,960 
Ordinary dividends (per cent.) . 20 22 
Retained by subsidiaries. ..... 2,795,134 2,977,137 
Added to general reserves and 

carry forward .......... 683,558 1,173,361 


4s. ordinary stock at 23s. Od. yields £3 18s. per cent. 


themselves require the careful conservation 
of resources. The borrowing of £10 million 
last year by the issue of unsecured loan stock 
in order to finance the extension and 
modernisation of distilling plant underlines 
the importance and capital cost of these new 
activities. 

Rising prices in the latest year may well 
have given an extra lift of profits, but it is 
too often forgotten that working capital has 
then to be replaced at the higher price levels. 
In a year when British output of potable 
spirits showed little change, White Horse and 
John Dewar, both Distillers’ subsidiaries, 
earned higher profits. This advance in profits 
may owe a good deal to the adjustment in 
export prices of whisky after devaluation. At 
the same time, costs have risen and it would 
not be surprising if the remarkable jump in 
group profits was largely connected with the 
company’s other industrial activities. If, 
therefore, Distillers’ dividend policy can be 
called conservative, the latest profits’ provide 
good evidence of the success of the company’s 
policy of branching out into chemicals, drugs, 
and industrial raw materials. 


243 
SECURITY PRICES AND 
YIELDS 


Net 














| Gross 


British Funds Price, Price, Yield, Vield 
and july 18,\ July 25,' July 25, | j . ‘9% 
Guaranteed Stocks | 1951 1951 1952 | “)3.9° 
é on Bes (mn) } wisn 
£ @&-d&}4 om &, 
War Bonds 24%...| 1014 | 014 neg Fa 
Mar. 1, 1951-53 / 013 2/115 4) 
War Bonds 24%...| 1014 | 1014 est Re ae” 
Mar. 1, 1952-54 017 2/119 10) 
Exchequer Stk. 24% 101f | 1014 (016 5}117 3 
Feb. 15, 1955 | | 
War Bonds 24%...] 101j* | 1013* | 0.14 2/117 36¢ 
Aug. 15, 1954-5@ | 01810;2 2 13 
Funding 2§%...... 101g | 1013 Dag i Be 
_ June 15, 1952-57 13 9}/;210 32i 
Nat. Defence 3%...| 102 | 1024 (016 10/2 5 3¢ 
July 15, 1984-58 16 1\}213 41 
War Loa 3%..... | 302% «10211 0 0'210 le 
Oct. 15, 1955-59 | 16 6|24 7 
Savings Bonds 3%.| 97° | 97* |2 6 8/315 2e 
Aug. 15, 1955-65 116 3/3 5 ll 
Funding 24%......| 91% 97 214{3 7 Ie 
_ April 15, 1956-61 113 10 | 2 18 10/ 
Funding 3%....... $4 93H 1210 6'4 1 Se 
April 15, 1959-69 20 5/1310 91 
Funding 3%.......| 4° 94* 2091310 Se 
Aug. 1, 1966-68 11910/3 9 4/ 
Funding 4%.......| 10% | 10341115 8/314 3¢ 
May 1, 1960-90 201,317 Wi 
Savings Bonds 3%.| 934 | 914° 211 6/4 0 lle 
Sept. i 1960 fo 12 1 9/3 6 
Savings Bonds 24%| 903 | 908 | 2 4 2/3 9 lle 
May 1, 1964-67 12 11/3 6 9 
ictory Bonds 4%.| 108 | 1033*| 116 8|313 2s 
t. 1, 1920-76 
Savings Bonds 3%.| s94* 899*| 2 8 8 | 3.18 10¢ 
Aug. 15, 1965-78 122 4/322 8 
Consols 4% ....... o7H* 978°'2 2211/4 1 OF 
(after Feb. 1, 1957) 
Conversion 34% ...| 89} 88H | 2 1 &| 3 19 10/7 
{after Apr. }, 1961) 
Treasuty Stk. 23%.| 653 | 65 |2 04/317 3f 
(after Apr. 1, 1975) 
Treasury Stk. 3%..| 778 | 774 | 2 O11; 318 4/ 
(after Apr. 5, 1966) 
Treasury Stk. 39%.) 95% | 94 (2 19/316 4e 
Jane 15, 1977-80 (2 14/335 1 
Redemp. Stk. 3%..| 848 | 848 | 2 410/317 4e 
Oct. 1986-96 22 81315 41 
War Loan 34%....| 87 | 8741/2 2 31/4 0 9 
(after Dec. 1, 1952) ) | 
Consols 2}% ...... 6 | 656 (201/316 4 
Brit. Elect.3%Gtd..| 919 | 914 |2 5 1/316 Oe 
April 1, 1968-73 12 24/313 31 
Brit. Elect. 39% Gia. Of | 0: (23 1/36 Se 
Mar. 15, 1974-77 2111/313 1 
Brit. Elect.3}%Gtd.| 963 | 98 |2 010/315 4¢ 
Nov. 15, 1976-79 ;2 0 6/315 OJ 
Brit. Tpt. 3% Gtd..) 844 | 83812 8 2/4 0 2 
July 1, 1978-88 247/316 Wi 
Brit. Tpt. 3% Gtd..| 94 | MA | 2 5 2/316 2 
April 1, 1968-73 22 51313 4! 
Brit. Gas Gtd. 3%..| 835 83§ | 2 4 5/1317 Oe 
May 1, 1990-95 23 51316 1! 
Brit. Gas Gtd. 34%} 973 97H '119 8/313 Se 
Sept. 10, 1969-71) 119 5}313 2 
Brit. Iron & Steel/ 
ME ice | gage | 949° 1/2 11/316 Se 
Feb. 15, 1979-81 | 12 1 81336 02 


(e) To earliest date. “) Flat yield. ()) To latest dat 


are calculated after allowing for tax at 9%. 6d. m 
(s) Assumed average life 13 years 7 months. 
* Ex dividend. 





Last Two | 











Price, | Price, | Yield, 


Dividends | Ordinary July 18, July 25,) July 25, 
| Stocks 1951 | 1951 |” 1981 

a) (6) {e i ; 
% % ere ets 4 s. d. 
20 a} 40 6 ‘Anglo-Am. 10/-.| st 7# 5515 7 
5 a} 25 biAnglo-Iran {/1..' 5 5% |6 9 1 
5 ai 15 b Assoc. Elec. {1.; 93/9 92/6 -4 6 6 
22} ¢ | 274 c ‘Assoc. P.Cem.£1/107/6 (105/- |5 4 9 
40 ¢} 35 ¢ \Austin 5/-..... 35/- | 33/9 |5 3 8 
{20 6] {5 a \Bass {1....... 150/7} |150/- |6 7 3 
40 ¢| 4 «c \Boots 5/-...... | 27/9 26/6 | 315 6 
10 ¢}| 6 a |Br. Celanese 10/-| 36/9 | 33/6 | 219 8 
8 a| 12 } 'Br, Oxygen{1..| 99/6 | 98/- |4 1 8 
5 a| 1%) Coats{l....... 61/10}) 60/74 | 4 2 6 
5a 6 Courtaulds {1 63/6 | 51/3 | 4 710 
6ha| 16} ¢ Distillers 4/- 24/6 | 23/- | 318 3 
15 ¢| Itc Dunlop £1.....| 67/- | 65/- |5 7 8 
10 ¢ ¢ |Ford {1 ....... | §8/9 | 58/9 | 4 5 2 
lhc | Ihc Gen. Blect. £1..| 92/6 | 91/6 | 316 6 
21 a} 21 6 (Guinness f1....|152/6 [150/- |4 5 4 
15 a| 1746 |Hawker Sid. £1) 38/44 | 37/74 | 5 6 4a 
3 a} 9 b\lmp. Chem. {1.| 53/- | 51/3 1413 & 
18} 6 | 13$4 \Imp. Tobacco {1 100/- | 97/6 |611 4 
ie 5 a \Lanes.Cotton{1) 51/3 | 48/9 |5 2 7 
10 c} 13h jLever £1 ...... /4 51/10) 5 4 1 
15 ¢| 15 ¢ (Lon, Br £ 58/9 | 58/9 | 6 2 2 
15 a| 60 b Marks&Sp.A5/-| 99/3 | 93/9 |4 0 0 
8 a| 8 IP. & O. Def. £1.) 63/6 62/6 6 2 5 
Tha | 1748 (P. J 10j-.} 42/6" | 41/6" | 6 O 6 
+5 a| ti¢0 \‘Shell” Stk. 96/103, 94/44 | § © il 
12} | 124 |Tube Invst. {1 et | 315 5 
a| 1645 (1. & Newall {1./100/74 | 97/6 | 4 2 1 
8 c| 10 ¢|Union Castle (1/-37/6 | 37/- |5 8 21 
lie | 50 c \U.SuaBetong{1) 64/44 | 64/44 [15 10 8 
a} 10 0 |Vickers f1..... 54/6 | 52/- | 416 2 
2746 | 15 @ [Woolworth B/- .| 49/- ( 47/- | 410 6 














© Ex dividend. (a) Yiek) basis 10%. 
() Yield basis 20% after capital bonus 
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Statistical Summary 


EXCHEQUER RETURNS 


for the week ended July 21, 1951, total ordinary 


‘evenue W 


, 
iture 


is £92,411,000, against ordinary expen- 
of £75,365,000 and issues to sinking funds 
£350,000. Thus, including sinking fund allocations 


4 {3,918,000 the surplus accrued since April 1, 
1951, is £30,487,000 compared with a surplus of 


AND EXPENDITURE 


£39,393,000 for the corresponding period of the 


previous yea 


DINARY AND SELF-BALANCING REVENUE 





Esti- 
mate, 
1951-52 





Receipts 1 


nto the 


Exchequer 


(£ thou 
April 1, April 1) 
1950 1951 
to to 
July 22,' July 21, 


1950 | 1951 


sand) 
Week | Week 
ended | ended 


July | July 
22, | 21, 








£000 1950 | 1951 

teu. IRE NUE ; ' i 
Incoume Tax 1624750) 256,515: 265,100) 15,785) 18,644 
yur-lax . P 128,000} 26,100) 26,8 900, 900 
iistate, etc., Duties 180,000) 60,050! 65,400 2,600: 4,000 
a ey een 55, 00 15,415 20,200 1,900, 1,300 
Profits Tax .... 1) eyo eel 55,720; 78,000 3,400! 6,300 
“2S ame p | 512,65 4,200... 300 

‘ther Inland Rev. 55 


~pectalCoatributa. 1,50 
fotal Inland Rev. !250240 


930, 500; 







399,720; 456,705 


264,509; 301,857] 


24,085) 31,214 


15,231) 20,008 





























Excise .......... | 720,500] 186,000 195,100) 8,500! 5,600 
Tctal Customs and | | 

Excise . 1651000) 450,509: 496,957 )25,7351 | 25,608 
Motor Duties.....| 62,000] 6,757 17,97 141) 134 

Surplus WarStores, 20,000} 10,446, 8,798 ... | ... 
surpi’sfrom Tradg.i 50,000; 25,974 57,500 | 32,500 

P.O. (Net Receipts) 5400, ... wes j one 

Wireless Licences.| 13,600] 2,450) 2,708 ... |... 
Sundry Loans....| 27,000 5,172, 6,765 544, 1,978 
Miscell, Receipts... | 105,000, 19,782 17,074 23 ‘917 
Total Ord. Revy. . }42.56400) 920,811) 1054464] 48,524) 92,411 
St Ba RNCENG (ef -- | 4 

Post Office... ... 179,430, 48,900) 52,900 4,000| 4, 

facome Tax on | ; 
E.P.T. Refunds 4,90@ 2,885 1,594 3S) 96 
fehl’ ecciss 4420731] 972,596/1108964 52559] 96,507 
Issues out of the Exchequer 
to meet payments 
(£ thousand) 

Esti- ary eRe tant | Yar 

Scovatiiore wantin April 1,) April Week | Week 


1951-52 


1950 | 
to ; to 
July 22,\ July 21 
1950 


1951 jended | ended 


July | July 
al 


22, | 


1951 | 1950 | 1951 










£000 
Oo, EXPENDITURE } 
Int. & Man. of Nat. i 
Deis oss 0. 535,000) 119,276; 124,104] 1,530 6,225 
Payments to 
Ireland. ...... 38,000, 9,464 964 sales 2d 
Other Cons. Fund: 11,006 3,622; 3,957) 11 


(| Baye 584,000 
Supply Services .. 3612921 


Total Ord. Expd.. 4196923 
Sinking Funds ... Sins 


Total (excl. Self 
Bal, Expdd.). 


Sec_e-BacaNncinG | 


..» 419692] 


132, 362) 137,70 
745,358) 882,35 
877,720 102006 

3698) 3,91 














1,541) 6,225 
48,100 69,140 
49,641 75,365 

40 550 


49,681 75,715 





Post Office....... 179,433] 48,900, 52,9001 4,000, 4,000 

Income Tax on | | 
E.P.T. Refunds 4,909 2,885 159 35 96 

Total . ... . 4381252] 953,203 1078476] 53,716, 79,811 
After increasing Exchequer balances by 


£528,492 to £5,365,312, 


the week decreased 
£4,486,339 to £26,312 


the other oj 
the Nationa 
million, 


erations for 
{ Debt by 


NET RECEIPTS (£ thousand) 


Vike Production (Special Loans) Act, 1949 ...... 6 

European Payments Union (Financial Provisions) 
ek MOUD: a Sa cp. ssk coed vx cas avabeaee gate 183 
219 

NET ISSUES (£ thousand) 

Post Office and Telegraph (Money) Act, 1950..... 750 
BP. Ti: RR SSS hac eee sn each s dees han 117 
Export Guarantees Act, 1949, s. 3(2).......... ak 115 
Local Authorities Loans Act, 1945, s. K2)....... - 5,600 
Cottom (Ceatralised Buying) Act, 1947.......... - 5,000 


Finance Acts, 1946 and 1947: Postwar credits.... 319 


CHANGES IN DEB 
Recerrs 





T (£ thousand) 
PAYMENTS 



































Treasury Bills .... 32,812 | 24% Def. Bonds... 420 
Nat. Savings Certs. 500 j Other Debt :— 
3%, Def. Bonds .. 365 intewaml ....... 604 
Tax Reserve Certs. 645 Ways & Means Ad- _ 
a 37,785 
"4,322 34,809 
FLOATING DEBT 
(£ million) 
Treasury Ways & Means | Treas. Total 
Bills Advances b- Float- 
Date Biol woe ing 
7 Public | 4° "y | Debt 
Tender; Tap . | Eng- | Banks 
Depts. | lend 
1950 ‘ 
July 221 5130-0| 2025-9) 396-2 wis 380-0 | 5932-1 
1951 
April 21] 3220-0) 1779-5] 450-5... 344-0 | 5794-0 
»  2843230-0| 1789-8} 434-3 ia 319°5 | 5773-7 
May {$15220-0) 2040-3] 439-0 | 319-5 | 6018-8 
»  12]32350-0; 2015-2] 448-6 * 319-5 | 6013-3 
vw 2945230-0 | 2035-1] 436-4 319-5 | 6021-0 
» 26452350-0 | 2045-5) 434-8 | 319-5 | 6027-9 
June ? 3230-0! 2046-01 427-7 | 8-25 | 319-5 | 6051-4 
is | 3220-0; 2114-44 370-4 ine 520-0 | 6024-8 
» 41613220-0 | 2090-9} 385-4 és 545-0 | 6041-2 
»  2515220-0;) 2108-7) 384-5 | 2-3 345-0 | 6060-5 
a §352-2 353-0! 0-5 | 344-5 | 6050-3 
i 
July 7) 5220-0; 2155-1] 42-8 | 544-5 | 6062-4 
, 34]}.523)-0) 2129-1} 3735-2 344-5 | 6076-8 
»  21)5230-0) 2161-9] 335-4 344-5 } 6071-9 
| 
TREASURY BILLS 
(£ million) 
Amount Average Allotted 
i 2s ea: ; Rate at 
Tende: ‘al of Min. 
ier ed/*PP Het A Hot tedj Allotment Rate 
Too 
July 21 | 240-0 | 335-4) 240-0 10 2-78 60 
195) 
Apri 20 } 240-0 | 354-5 | 240-0 10 2-60 54 
» 21 | 2350-0 | 359-0 230-0 10 2-44 48 
May 4 | 240-0 | 364-8 | 240-0] 10 4-52 15 
» 1 | 250-0 | 350-3 | 250-0 10 2-79 60 
» 18 | 260-0 | 350-9 | 260-0] 10 2-80 63 
» 25 | 250-0 | 336°6 | 250-0 10 2°98 65 
June 1 | 250-0 | 349-5 | 250-0 10 2-78 60 
a 8 | 260-0 | 355-2 | 260-0 10 2-80 62 
» 15 | 250-0 | 344-0 | 250-0 10 2-88 62 
» 22 | 250-6 | 344-0 | 250-0 10 2-81 62 
» 29 | 250-0 | 340-5 | 250-0 10 2-91 64 
July 6 | 250-0 | 324-1 | 250-0] 10 3-19 70 
» 13 | 250-0 | 245-2 | 250-0} WW 2-81 61 
. 20 t 230-0 | 323-8 | 230-0 10 2-84 60 











On July 20ta applications for 91 day bills to be paid 
from July 23 to July 28, 1951, were accepted dated Monday 
to Saturday as to about 60 per cent at £99 17s. 5d., and 

















| Notes Issued:- 














BANK OF ENGLAND 
RETURNS 


JULY 25, 1951 
ISSUE DEPARTMENT 
£ i 


Govt. Debt... 11915 1% 
In Circulation 1380,876,463' Other Gov:  Wetanas 
In Bankg De- Securities ... 13847 1 
partment .. 19,480,360 Other Secs 15) 
Coia (other 
than gold 35106 
;}Amt. of Pid <b 
Issue ... 140 


| Gold Coin a { 
Bullion 


248s. per oz 
Gne)...... 3552 
1400,356,823 1400.35.43 
BANKING DEPARTMENT 
f 
Capital ...... 14,553,000; Govt. Sees....  367,0%2.877 
Pee 3,723,859; Other Secs 31,480.34 
Public Deps.:- 17,092,345; Discounts and 
Public Acets.* 14,834,385 Advances... 7,876 $45 
H.M. Treas. Securities.... J392% 
Special Acct. 2,257,958 
Other Deps.:- 383,231,609 
Bankers..... 294,361,899 Notes........ 19,430,4 
Other Accts... $8,869,710 Coin......... 607,254 
418,600,811 418,59 


*Including Exchequer, Savings Banks, Commis 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 
(¢ million) 











1950 1951 
July | July 9 July | July 
26 li 1 | Bb 
Issue Dept, :-— 
Notes in circulation... .. 1319-7)1365-5 1367-9 1590-9 
Notes in banking depart- 
Ne so vs on oes ore -G 34-9 32:5 195 
Goverament debt and 
eocuritiee occ céacéus 1349-31595 > 8 1595-8)1595-7 
Other securities......... 0-% 0-7 OT 
Gold and Coin. ......... 0-4 39 SF 5 
Valued at s. per fine ox... | 248/0 248/0 248/0 24 
Banking Dept. :— 
Deposits :— 
Public Accounts ........ eg 19°4 39 14h 
Treasury Special Account | 257- 0-7 OF 2 
DOORS: 5 paid. EFS 286-81 292-0 305-8 244 
SOUND xe siatcuins vexaed 97: 89-6 84-1 89 
ROM Gs Vien ehok she ke ae 636-3 401-7 404-5 
Securities >— 
Goverament.........60 572-7] 351-2) 356-7) Jf) 
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BRITISH INSURANCE 





Tus year’s Survey of British Insurance is again divided between The Economist and the Records and Statistics 
Supplement. Three articles follow on topics of particular interest to the insurance offices and their customers. 
Records and Statistics contains detailed analyses of every branch of insurance business. 


Freedom and Facts 


ARLIAMENT has always allowed the insurance 

industry very wide freedom of action. It has been 
wise to do so, and the industry has not abused the 
trust reposed in it. Insurance depends upon the 
unquestioning faith of the insured in the skill and 
financial strength of the insurer. The fact that the British 
public allows insurers a degree of freedom from state 
regulation far greater than that permitted in many other 
countries is a tribute to the public’s good sense and to 
the integrity of British insurers. In large measure the 
Assurance Companies Act, 1909, still regulates the busi- 
ness and subsequent legislation affecting insurance (apart 
from industrial life assurance) has been concerned with 
such matters as Board of Trade powers of investigation 
and winding up and bringing of motor, marine and 
aviation insurance within the ambit of the 1909 Act. 


| Perhaps the greatest freedom enjoyed by insurance 
companies in this country is the unfettered power to 
invest their assets as and, subject to Exchange Control 
regulations, where they please. In sharp contrast, life 
insurance companies in the United States have until 
recently been compelled to invest substantially the whole 
of their assets in Government and other bonds, or in 
mortgages and real estate. They are now permitted in 
most, but not all, states to purchase equities up to a 
small proportion (about 3 per cent) of their total assets. 
On the other hand, assets relating to other classes of 
insurance may be invested in the United States without 
restriction, and some insurance companies hold equities 
representing up to 40 per cent of their total assets. Life 
assurance contracts are long-term, but fire, accident and 
marine liabilities are short-term and should, on broad 
grounds, be covered by easily realisable or “ near-cash ” 
assets to meet sudden claims. The distribution of the 
investments of American insurers is exactly the reverse 
of that which is—at any rate to British eyes—logical ; 
though it should be added at once that no British life 
assurance company holds as much as 40 per cent of its 
assets in ordinary shares. 


Although the Act of 1909 works well enough, there 
can be no harm in taking a quick look at some of its 
Provisions and in inquiring whether it could not be 
‘engthened. This is not to be construed as a sugges- 
uon that new legislation is urgently needed or that legis- 
‘aon in the spirit of the Labour Party’s earlier proposals 
Would be other than a disaster. It is rather an exercise 
‘© see whether anything could or should be done to 





improve a piece of machinery that has stood the test 
of more than forty years and two wars. 


Statutory requirements regarding the form of the 
revenue accounts and balance sheets, which must be 
deposited annually with the Board of Trade, are far from 
onerous. Assets may be Valued in any manner that may 
be thought fit, so long as the certificate to the balance 
sheet states “how the values of the Stock Exchange 
securities are arrived at.” But those signing the accounts 
must certify that “in their belief the assets set forth in 
the balance sheet are in the aggregate fully of the value 
stated therein less any investment reserve fund taken 
into account.” As the certificate is required in respect 
of life assurance business only when an actuarial valua- 
tion is made (which may be at intervals of up to five 
years) significant fluctuations in the value of the assets 
representing the life and annuity funds (which account 
for about three-quarters of the total liabilities of British 
insurance companies) may occur in the intervening years. 
Such fluctuations would in practice no doubt be covered 
by hidden and disclosed reserves, but the absence of the 
certificate in non-valuation years removes the proof that 
this is so: at the end of 1949, when the insurance com- 
panies had experienced a considerable depreciation 
on their Stock Exchange securities, some companies 
thought it proper to state in the directors’ statement or 
chairman’s speech that the depreciation was in fact so 
covered. The certificate about investment values is 
intended to mean, and is undoubtedly taken by the public 
to mean, that on the basis of market values for quoted 
Stock Exchange securities together with up-to-date 
valuations of other assets, the aggregate value of the 
assets at the date of the balance sheet was not less than 
the balance sheet total less any disclosed investment 
reserves. If there were a shortfall between the current 
value of the assets and the balance sheet total less invest- 
ment reserves, would the certificate be improperly given 
provided that, in the honest opinion of those giving it, 
the intrinsic value—as distinct from the present value— 
of the assets as a whole was greater than the current 
value by at least the amount of the shortfall ? The basis 
of the valuation of all categories of assets might with 
advantage be clearly set out and certified. 


Because confidence is the essence of the business, 
insurance companies, like the banks, are not under obli- 
gation to disclose the amount of their hidden reserves 
and the Companies Act, 1948, maintains this principle. 
That there should be secrecy about the extent of inner 
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reserves is unquestionably right, but this principle has 
to be interpreted in circumstances that differ from any 
that could have been foreseen or intended in 1909. 
Because of the worldwide spread of British insurance 
and the exchange control restrictions in force today in 
sO many countries, it is the practice, dictated by prudence 
if not by local legislation, to cover liabilities in foreign 
currencies as far as possible with local investments in the 
same currency. It follows, therefore, that provisions 
which were perfectly adequate when one currency could 
be freely exchanged into another might not be wholly 
applicable today. The omnibus sterling figures shown 
in insurance company balance sheets in fact represent 
the sterling equivalent of assets held in a wide variety 
of currencies, some of which may be virtually blocked. 
Again, a change in the exchange value of a given cur- 
rency against sterling (such as that of United States and 
Canadian dollars in 1949) may substantially increase the 
sterling value of those assets held in that currency, 
although they may be wholly, and certainly are substan- 
tially, hypothecated against liabilities in that currency. 
As the present certificate covers total assets, it would be 
possible to count such appreciation in sterling terms 
against any depreciation in other securities. On these 
grounds, the form of certificate might be worth re- 
examination. The point that should be made clear is 
that assets held in a given country are of sufficient value 
to meet the liabilities in that currency, or, if this is not 
so, that adequate free reserves are held in some other 
currency which can be freely changed into the currency 
in which there is a deficiency. 


The Assurance Companies Acts 1909 to 1946 require 
that the liabilities under various types of insurance must 
be shown under separate funds, but there is no obliga- 
tion to separate the assets. Whatever may have been the 
justification for this in the past, it is widely accepted 
today that life and annuity assets and those covering the 
liabilities under all other classes of insurance should be 
separate and distinct. This, at any rate, is common 
practice though it is not the law. Some companies have 
carried this division into effect in their accounts but, 
whilst most others publish separate balance sheets for life 
and annuity business, many merely apportion common 
investments between the life and annuity and other funds. 
In view of the very large amounts invested by the insur- 
ance companies on behalf of their lives assured and 
annuitants (at the end of 1949 the life and annuity funds 
of the companies established within Great Britain making 
returns to the Board of Trade under the Assurance Com- 
panies Acts aggregated {£2,244 million) it may be worth 
asking whether the doctrine against the segregation of 
assets does not require consideration afresh. 


Companies transacting life assurance business must 
publish annually details of new life assurance policies 
issued, but there is no obligation to give information 
regarding new annuity contracts. In 1909, annuity busi- 
ness was relatively unimportant, but in recent years, and 
in particular within the last five years, deferred annuity 
contracts issued in connection with staff pension schemes 
have become of growing importance, and now form a 
large part of the total life and annuity business of some 


companies. Many of the offices in fact give quite full 
information of their new annuity business each year and 
differentiate between that effected under staff pension 

schemes and individual contracts. But because of the 
~ lack of an official form of return, this information is not 
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always given nor, if given, is there always sufficient detail 
Staff pension schemes now cover pension rights fo; , 
large number of people and are thus of substantial impor. 
tance to the insurance industry and to the public’ 1 
statutory form of return of new business of this ty. 
transacted each year and the separation of details relatin, 
to it from other annuity business in the valuation retyrr, 
would seem desirable. Group life assurance, common) 
effected in conjunction with pension schemes, should ais) 
be stated separately from individual life assurance by;. 
ness. 


Upwards of 70 per cent of fire, accident and marin: 
insurance is transacted abroad or written in London fy 
overseas account. At present it is necessary in th: 
revenue accounts to differentiate between home and over. 
seas business only as regards life assurance, and althoush 
over 10 per cent of the total life premium income coms 
from outside the United Kingdom, overseas business js 
relatively of minor importance. The aggregation ¢ 
home and overseas business in the fire, accident and 
marine departments which is permitted under the 199) 
Act is wise. Insurance depends for its success on th: 
operation of the law of averages both over a period of 
time and through the geographical spreading of risks, 
It often happens that in one year a run of losses in 
given area is offset by better than average profits els- 
where, whilst in the other years the position is reversed, 
With the growing sense of nationalism throughout the 
world and increasing discrimination against foreign 
insurers, it would be unwise to disclose the experience 
in different classes of business in different countries 
abroad. From the point of view of the public relation 
of the insurance industry in the United Kingdom, how- 
ever, the inability to publish details of the home experi- 
ence alone in individual classes of insurance is some- 
times unfortunate. There has, for instance, been 
criticism of the recent 124 per cent increase in motor 
insurance premiums. This increase was in fact fully 
justified by motor insurance experience in the United 
Kingdom, but that fact could not be demonstrably 
proved from published facts and figures. 


It is hardly to be expected that, after its experiences 
of the past two years, the insurance industry would 
regard with enthusiasm any proposal by a Labour 
Government to introduce fresh legislation concerning Its 
business. Yet it may still be true, politics quite apart, 
that the Assurance Companies Act, 1909, could with 
advantage be brought up to date in certain respects and 
consolidated with the other legislation affecting the 
insurance industry. The freedom of the industry 0 
conduct its affairs with the minimum of statutory intet- 
ference, under which it has prospered so much, should 
be preserved. The price of that freedom is not high— 
it is the protection of the insuring public by the pi 
vision of information in accord with modern requitt 
ments. A draft Bill, the Insurance Undertakings Bill 
was brought out between the wars by a Department! 
Committee upon which the insurance offices were repre 
sented ; this contained, amongst other matters, pr 
visions for the segregation of life and non-life assets 
Is there any good reason why a new committee shou 
not reconsider the detailed application of the Assuran 
Companies Acts? Or, better still, might not t 
industry itself be able to bring forward an 2 
measure for consideration by Parliament? It would 
have nothing to lose, and conceivably much to gait 
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ALLIANCE 


ASSURANCE CO. LTD. 


Head Office: 
BARTHOLOMEW LANE, LONDON, E.C.2 


Established 1824 


INSURANCES OF ALL 
KINDS 


FIRE - MARINE - BURGLARY & THEFT 
Accidents of all kinds - - - - Motor Vehicles 
LIFE (with and without profits) - Estate Duty 
Policies - Family Protection - Children’s Deferred 
Assurances and Educational Endowments - 
Annuities 





The Company undertakes the duties of 
Executor and Trustee. 








) 


§ 


MPUPUP UPD MPU RPUPUPUPUP VP UP VP WP UP VWDWO1— 


—COMMERCIAL— 
UNION 


ASSURANCE COMPANY 
LIMITED 
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ALL CLASSES 
OF INSURANCE 
TRANSACTED 





Prospectuses may be obtained on application 

to the Head Office of the Company, 24, 

CORNHILL, LONDON E.C., or to any 
Branch Ojfice throughout the country. 
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From the ashes... 








On the night of the 2nd September, 1666, a small 
fire started in Pudding Lane. In three days it devas- 
tated all but 75 of London’s 373 acres, destroyed 
13,200 houses, 89 parish churches and old St. Paul’s 
Cathedral. But despite the tragic loss of life and 
property, the fire was a blessing to London. it 
destroyed a vermin-infested, plague-ridden, un- 
sanitary and badly planned city and allowed 
Christopher Wren to replan its streets and redesign 
its churches. 


As a result of this and similar fires the Sun Fire 
Office was established in 1710—laying the foundation 
of the great reputation which the “ SUN ” holds to-day 
for insurance service of all kinds. 

















The Centuries-old Sign of Public Service | 





! Head Office: 63, Threadneedle Street, E.C.2 
Branchesand Agencies throughout the World 
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Total Claims Paid $195 000,000 


LIFE—FIRE—MOTOR 
ACCIDENT, and 
GENERAL INSURANCE 


For prospectuses and particulars apply :— 


ROYAL LONDON 


MUTUAL INSURANCE SOCIETY LIMITED 


Head Office: ROYAL LONDON HOUSE, 
FINSBURY SQUARE, LONDON, E.C.2, 
Branch Offices throughout the Kingdom. 
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The Growth of Pension Schemes 


URING the last two decades, pensions schemes 

have been established in increasing numbers, and 
te rate of growth has been greatly accelerated since 
be war. No up-to-date statistics are available to measure 
he relative popularity of privately administered pension 
funds on the one hand and pension schemes arranged 
with life offices on the other hand. An investigation by 
che Ministry of Labour in 1936 showed that out of some 
é.soo employers (excluding government departments and 
iocal authorities) who had by then established employees’ 


| pension schemes, one-half had done so by insurance 


through a life office. At that time private pension funds 
covered 1,362,000 employees and life office schemes no 
more than 255,000 employees. To-day the number of 
employees under the two types of scheme is probably 


' much more nearly equal, and the employees covered 


sumbered several million. 

There are no official statistics of the amount of staff 
cension scheme business undertaken each year by the 
life offices, or of the total amount of such policies ir force. 
The following table, extracted from a paper recently 
read by Mr G. W. Pingstone to the Institute of Actuaries, 
relates to five of the principal offices transacting group 
life and pension business. They should be an accurate 
cuide to the trend, for the five offices underwrite a good 
proportion of total staff pension business ; indeed, the 
entry of other offices into staff pension business suggests 
that the actual rate of growth may have been more rapid 
than the table indicates : — 


GROUP PENSION Bustness—5 OFFICES 
Total Net Group Business in Force in 
Great Britam 
Ended | P : > 
3) st | Annual Premium 
Number | Amount of | Income 
ot Lives Group Life 
Assured Assurance Life | siestees 
: | ensions 
Assurance 
£ t | £ 
934 120,300 17. 060,000 197,000 1,083,000 
1959 it 566,000 57,310,000 , 661,000 4,395,000 
93,680,000 | 1,234,000 7,846,000 


1944 ik 500, 100 


709,200 , 216,860,000 | 2,702,000 | 18,818,000 


| 


The annual premium income from group life and pension 
schemes of these five offices alone represented some 
13 per cent of the total ordinary life home premium 
income and consideration for annuities of all British life 
fices in 1949. In addition, a substantial number of 
staff pension schemes are arranged with life offices under 
endowment assurance policies carrying a guaranteed 
enuity option, of which the magnitude is not known. 
_ The rapid spread of staff pension schemes amongst 
industrial employers marks a growing sense of social 
‘esponsibility towards employees. But without the 
‘axation concessions granted for approved schemes the 
growth would have been far slower. The net cost of a 
‘uperannuation scheme to an employer is very sub- 
stantially reduced by his ability to secure, in normal 
“itcCumstances, relief from profits tax and income tax to 
the extent of his contributions. The employee can obtain 
tclief from tax in respect of his contributions, up to 
ue limits of contribution. Pension schemes are 
“meumes criticised on the ground that they may tend 


to restrict mobility of labour, already curtailed by the 
housing shortage and other factors. Pension schemes 
would not have this effect, if they provided for the 
transfer of an employee’s accrued pension rights from 
the old to a new employer’s pension fund. A statutory 
scheme of transfer values already exists within govern- 
ment, local government and public board superannuation 
schemes, and a growing number of privately administered 
pension funds now include transfer rules in their trust 
deeds. A recent sample taken by the Association of 
Superannuation and Pension Funds showed that one- 
third of the privately administered funds provided for 
transfer values. An employee withdrawing from a life 
office scheme usually has the option (which is seldom 
exercised) of taking a fully paid-up pension or other 
benefit for a reduced amount on leaving the service or 
alternatively of accepting, as he usually does, the 
actuarially less valuable cash surrender value. 

What are the relative attractions of privately 
administered funds and staff pension schemes arranged 
with life offices? The life offices offer virtually absolute 
security, expertise in investment and—an attraction to 
many employers—the assumption of all the work 
involved in launching and administering the scheme. On 
the other hand, life office pension schemes tend to be 
more rigid than privately administered funds and, pro- 
vided that such funds are skilfully managed, may also 
be more expensive. Because the contributions paid on 
behalf of a given employee and the benefits to which he 
is entitled must be closely related in a life assurance 
scheme, any subsequent modification of benefits is a 
difficult matter. For instance, early retirement can be 
provided for in a private scheme and the contributions 
throughout calculated accordingly, whereas under a life 
office scheme only such reduced pension can be paid in 
these circumstances as the contributions standing to the 
employee’s credit will permit. A life office must allow 
a safety margin in calculating the contributions and, if 
the actual experience turns out to be more favourable 
than that expected, will retain this margin as profit, 
together with any investment profits. Further, it is 
the practice of life offices never to pay over the full 
reserve held against a contract if it should be prematurely 
terminated by the assured. This is a matter of impor- 
tance if there is a marked turnover of staff ; employees’ 
contributions will usually be returned in full but em- 
ployers receive back less than they have paid in. Should 
a substantial death benefit be required a life office scheme 
is normally necessary. 

Many employers prefer to insure their pension scheme 
with a life office and thus avoid the not inconsiderable 
responsibility of organising and running a private scheme. 
A privately administered scheme can succeed only if the 
number of employees is sufficiently large to give a statisti- 
cal probability of normal experience for the fund. It 
also needs the technical services of an actuary and an 
investment consultant. Although the life offices under- 
take the largest pension schemes, their services are indis- 
pensable to the smaller concerns. 

Staff pension schemes can be arranged in a wide 
variety of ways to suit the needs of employers and 
employees. They may be contributory or non- 
contributory on the part of the employees ; the large 
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majority are contributory, but the difference between the 
two types is psychological rather than real. Life office 
group pension schemes usually provide for the purchase 
during each year of service of a given pension dependent 
upon the current salary of the employee. The employee’s 
contribution is a fixed amount per week or month, the 
balance of the cost of each year’s pension (the unit cost 
increases with age) being met by the employer. In 
addition there is usually a group life assurance benefit 
of approximately one year’s salary. Recent life office 
developments include group family income benefits 
under which an annual payment (by monthly  instal- 
ments) of the order of one-fifth of his salary is made 
from the date of death until the employee would have 
attained a given age, say, sixty-five. Many life office 
pension schemes are based upon endowment assurances. 
This arrangement has the advantage that the benefit 
payable upon premature death is much larger than under 
a group scheme (when it is normally limited to the 
group life benefit together with a refund of the 
employee’s contributions) and there is the additional 
attractive option of receiving a capital sum at maturity 
instead of a pension, the amount of which is, however, 
limited to 25 per cent of the total benefit by the Finance 
Act, 1947. Under group pension schemes, whereby the 
pension is secured by a deferred annuity, there is 
normally no cash option at the retiring age in lieu of a 
pension. 
* 


Apart from schemes secured by endowment assurances 
applicable to all eligible employees, in recent years a 
substantial number of supplementary pension schemes 
for directors and higher paid executives have been 
arranged by the life offices by means of endowment 
assurance policies. Such-schemes are known as “top 
hat” pension schemes in that they are commonly super- 
imposed on a group scheme applicable to all personnel. 
The Inland Revenue will permit no more than 25 per 
cent of the total pension benefits of an employee under 
all superannuation schemes to be taken in the form of a 
capital sum at retiring age, and “top hat ” schemes are, 
therefore, arranged to secure this result. As it is possible 
to arrange-such an-additional pension scheme so that the 
employer pays the whole-of the contribution, and secures 
relief from taxation on it, whilst such contribution is not 
assessed on the employee for income tax or surtax, the 
attraction of such an arrangement is obvious. Because 
no separate new business figures of these special endow- 
ment assurance pension schemes are published the total 
number in force cannot be ascertained ; from the new 
business figures of certain offices known to specialise in 
them, however, it would seem that a substantial volume 
of this business is being transacted. 


An interesting development in life office group pension 
schemes has recently been announced by the Prudential. 
This office will now undertake such schemes on a par- 
ticipating basis (which will not, however, be extended to 
group life assurance benefits). The contributions will be 
rather higher than those charged under normal fixed 
benefit schemes, in the same way that the premiums 
under individual with-profit policies are higher than 


those charged under non-participating contracts securing 
the same initial benefit. Any profits accruing from the 


business taken as a whole will be distributed as annual 
additions to the accrued pensions together with a special 
final bonus addition to the pension when it commences. 
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It remains to be seen how far the experiment will Drove 
popular. A participating scheme offers a smal. 
guaranteed initial pension than a fixed benefit schen. 
for the same contribution ; on the other hand, a partic. 
pating life assurance policy is almost invariably mo; 
profitable than a non-participating contract. : 


Ha. 
litt 


The taxation concessions for superannuation schema 
are particularly attractive today ; they have been grafte; 
piecemeal on to a code of taxation which was conceive; 
before taxation of the present severity or the widespread 
adoption of staff pension schemes were contemplated 
But they are also extremely complicated. Thre 
separate enactments—the Income Tax Act, 1918, the 
Finance Act, 1921, and the Finance Act, 1947—have , 
major effect on pension schemes. To obtain income py 
concessions, a scheme must be approved by the Con- 
missioners of Inland Revenue under the Finance Ac. 
1947, and must also either conform with Section 32 of 
the Income Tax Act, 1918, as subsequently amended, o; 
comply with the requirements of, and be approved by the 
Commissioners of Inland Revenue, under the Finance 
Act, 1921; thus it is hardly surprising that there ar: 
numerous anomalies and inequities (some of which 
were discussed in an article on Retirement and Taxation 
in the issue of The Economist of August 19, 1950). Very 
broadly, under the Income Tax Act, 1918, the employee's 
contribution qualifies for life assurance premium relief, 
the employer’s contributions are relieved of profits and 
income tax, and, whilst pensions are taxed, capital 
payments and refunds to employees leaving the service 
are not. Schemes approved under the Finance Act, 1921, 
on the other hand, secure full abatement of taxation on 
both the employee’s and the employer’s contribution, the 
interest income of the fund is tax free (in a privately 
administered fund) and pensions are taxed. In addition 
tax at one-quarter of the standard rate is levied on the 
net amount of any refund of contributions to employees 
leaving the service. The Finance Act, 1947, is restrictive 
as regards pension schemes: in particular it provides 
that at least three-quarters of the benefits must take the 
form of a non-commutable non-assignable life annuity. 
Because of the income tax position, it is usually best to 
arrange a life office scheme under the Income Tax Act, 
1918, where the employees are comparatively low paid 
or where there is a high rate of labour turnover ; for 
a more highly paid and stable staff the benefits obtainable 
under the Finance Act, 1921, tend to be greater. 


A committee was set up last August under the chait- 
manship of Mr. J. Millard Tucker, K.C., to review the 
treatment for income tax of superannuation and pension 
fund schemes. Its terms of reference extend to the con- 
sideration of whether tax relief should be given for 
payments made by individuals for retirement or for thett 
dependants after death. The report of the Tucker Com- 
mittee should in due course lead to the establishment 
of uniform principles for all superannuation schemes ; 
certainly the complications and inequities of the preset! 
law require remedy. Individuals can at present provide 
for their old age only out of taxed income which !8 
virtually impossible. Similarly, those who own directly 
or indirectly more than 5 per cent of the ordinary 
capital of a director-controlled y are debarred by 
the Finance Act, 1947, from t under an approved 

ion scheme. ty demands that some way should 
found of repairing the anomalies that at present ex's! 
in the tax law as it affects pensions schemes. 
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ATLAS 
ASSURANCE 


COMPANY LIMITED 


ESTABLISHED 1808. 


INSURANCE BUSINESS OF 
EVERY KIND TRANSACTED 








THE COMPANY ALSO ACTS 
AS EXECUTOR & TRUSTEE 


b 





“Let Atlascarry theburden’ 


HEAD OFFICE: 
92 - CHEAPSIDE - LONDON - E.C.2. 





| 
| 
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A special method of 
retirement benefits for one or more 


Executive Directors or Officials 


EXECUTIVE 
PENSION SCHEMES 


Suggestions and quotations to suit 
individual requirements will be 
submitted, without obligation, on 
request, Our experience and service 
im all matters relating to Staff 


Pension Schemes are always available. 


THE YORKSHIRE 


INSURANCE CO. LTD. 
Chief Offices : 
St. Helen’s Square, York 
66/67 Cornhill, Lenden, E.C.3 



































GUARDIAN ASSURANCE 


COMPANY LIMITED 


ESTABLISHED 1821 
Head Office: 


68 King William Street, London, E.C.4 


BRANCH OFFICES IN LONDON: 

LAW COURTS: 21 Fleet Street, E.C.4 
LIME STREET: 3 & 4 Lime Street, E.C.3 
REGENT STREET: Morley House, 314-322, Regent 
Street, W.1 





The Company transacts all the principal 
classes of INSURANCE BUSINESS 


and acts as Trustee or Executor 


———— ——$__— 





Total Income: Total Funds; 
£11,400,000 £34,200,000 
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It happened when he reached out too 
far for a large apple and came down 
from the tree with an almighty crash ! 
He couldn't walk again for months, but 
the accident taught him something. Ly- 
ing in bed while his business expenses 
mounted, he learned the true value of his 
‘General’ Personal Accident Policy. 








Peace of mind costs very little 
£4 a year covers business and profess- | It's worth while finding out more about 

for £10 a week accident | this and other benefits of the ‘G<veral’ 
ee ee ee Personal Accident Pelicies ~ just send 

rates for other occupations. the coupon. pale 





General Buildings 
Perth, Scotland 
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SECURITY! 


| Life has a sense of firm foundation 
i to those who have 


SAFEGUARDED 


the future 














PROTECT 


your dependents and 


PROVIDE 


for retirement by a 


REFUGE POLICY 








| REFUGE ASSURANCE CO., LTD. 
|| OXFORD STREET - - MANCHESTER 1. 
































SCOTTISH UNION 


AND NATIONAL 
INSURANCE COMPANY 


ESTABLISHED 1824 


FIRE 
i ~ LIFE 

x S- PENSIONS 
MARINE 
ACCIDENT 
AVIATION 


HEAD OFFICE: 


35 ST. ANDREW Sq. 
Figen, EDINBURGH 


Branches in all 
parts of the world. 
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Monument in Edinburgh to Sir Walter Scott, Bart. 








First Governor of the Company. 
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From Fedda to Medina 

they’re laying 400 miles of 

bituminised road—a modern stage in the age-old Mecca pilgrimage, 
Every risk to man, plant and material in this £3 million contract is 
covered by British Insurance Companies. 


This scene, and those of many other British insured risks 
from Iceland to the Antarctic are ‘ brought to life ’ in fascin- 
ating models displayed in London's free festival exhibition 
of British Insurance at the Royal Exchange. The exhibition 
runs till August 31st. 


British Insurance Companies 
back World Enterprise 


issued by the British Insurance Association 

















UNITED 
FRIENDLY 


INSURANCE COMPANY, LTD. 


LIFE, FIRE, BURGLARY, 

SICKNESS, PLATE GLASS, 

DRIVERS’ RISKS, HOUSE 

PURCHASE ENDOWMENTS, 
Etc., Etc. 


R. C. BALDING, 
Managing Director. 


42 Southwark Bridge Road, 
London, S.E. 
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Insurers as Investors 


OLLOWING the sharp setback in Stock Exchange 
E securities in the closing months of 1949 there 
was a modest recovery last year. By the end of 
1950, the aggregate market value of the British Stock 
Exchange securities of the insurance companies had 
risen by an amount equivalent to about 2 per cent of 
the total assets whereas during 1949 there was a fall 
equivalent to approximately 7 per cent of the total assets. 
These estimates are based on the average distribution of 
insurance assets.and the movements of the Actuaries 
Investment Index during 1950. ‘This estimate of last 
year’s investment experience of the offices takes into 
account the movement in British marketable securities 
only, and the composite offices, which have substantial 
overseas investments have fared differently. The life and 
annuity funds, which account for about three-quarters of 
the total assets of the British insurance companies are, 
however very largely invested in this country, so that 
there is no reason to suppose that the average apprecia- 
tion differed markedly from 2 per cent. Those offices 
with a higher concentration of ordinary stocks in their 
assets must have done better than the majority. 


Unfortunately the whole of the welcome replenish- 
ment of hidden reserves which took place last year was 
dissipated during the first six months of 1951, the aver- 
age depreciation of United Kingdom Stock Exchange 
securities over the first half of this year being about the 
same as the appreciation in 1950. Those offices hold- 
ing about the average proportion of equities (which 
appreciated, according to the Actuaries Investment 
Index, by 14.1 per cent compared with an average depre- 
ciation in fixed interest securities of about § per cent), 
comfortably held their own, but those with a smaller 
proportion of their assets in ordinary shares can hardly 
have avoided some depreciation this year. Margins 
between balance sheet and market values cannot now, on 
the whole, be too comfortable, particularly where life 
and annuity funds have expanded substantially since the 
end of the war, involving a correspondingly heavy invest- 
ment programme during the cheap money period. 


The distribution of insurance assets between the 
Various categories requires careful interpretation. Only 
one office, the National Mutual Life, revalues its assets 
each year at market values ; thus if all the other offices 
have varying margins between market and book values 
for each category of investments, the distribution between 
categories is to that extent affected. Secondly, the distri- 
bution of investments in British Government and 
Government guaranteed securities between  short-, 
medium- and long-dated stocks is unknown, save that the 
guaranteed stocks are all long-dated. Last year there was 
a marked rise in the holdings of guaranteed stocks and 
a fall in British Government direct obligations which may 
indicate a general lengthening of maturity dates. The 
ordinary shares held by some life offices against sterling 
habilities include United States and Canadian equities. 


In previous years, this survey has presented an analysis 
of the holdings of the total funds of each office ; thus the 
gures for the composite offices have represented both 
the life and annuity funds and also the fire, accident and 
marine funds. Life and annuity contracts are essentially 


long-term liabilities, whereas other types of insurance 
provide an essentially short-term cover, with the ever- 
present hazard that catastrophe may involve very heavy 
claims. Non-life funds, therefore, tend to be held in 
much more liquid form than life and annuity fund in- 
vestments, with a higher proportion of short-dated 
securities and cash. In this year’s survey, the assets per- 
taining to the two classes of fund have been separately 
analysed ; table IIa shows the distribution of life and 
annuity funds and table IIb the distribution of fire, 
accident, marine and capital redemption funds of certain 
leading composite offices. The book values of total assets, 
together with those for 1949, appear in the current issue 
of Records and Statistics. 


About 70 per cent of non-life insurance business is 
transacted overseas, predominantly in North America. 
Because of exchange control restrictions in many 
countries, uncertainty as to the future value of curren- 
cies and local legislation in many countries, it is the 
usual practice of insurance companies to cover liabilities 
in a given currency as far as possible with assets in that 
currency. Table IIb shows the effect of this factor in 
the sterling equivalent of investments in foreign curren- 
cies, largely in foreign Government and especially of 
United States Government bonds. Particularly high per- 
centages are shown for Employers’ Liability, Liverpool 
and London and Globe and Royal. Gilt-edged holdings 
vary in importance, but tend to be a good deal lower 
relatively than life-fund holdings, whereas cash holdings 
vary from 16 per cent to nearly 40 per cent. In no case 
does the cash holding of any of the 41 life funds exceed 
6 per cent. 


The reduction in the importance of gilt-edged port- 
folios which commenced in 1949 gathered pace last year. 
The percentage of total assets invested in gilt-edged fell 
from 37.7 per cent in 1949 to 35.1 per cent last year and, 
even more significantly, the absolute amount fell by {4.3 
million to {991 million, thus reversing the trend of 
many years. The whole of the increment of {184.3 
million during last year in the assets of the offices in- 
cluded in Table I was, therefore, invested outside the 
gilt-edged market. By far the largest rise was in deben- 
tures and mortgages ; the former rose by £54.6 million 
to 10.4 per cent of total assets (9.1 per cent in 1949) 
whilst mortgages increased by £34.7 million to 10.2 per 
cent of total assets (9.6 per cent in 1949). The rise of 
{26.0 million in ordinary shares to 10.3 per cent of 
total assets compared with 10.1 per cent in 1949 was 
perhaps rather less than might have been expected ; but 
there are grounds for believing that the life offices have 
increased their equity investments further this year. 


Table III shows a further small rise in the average net 
yield on the life and annuity funds of the leading offices. 
Although new money could be invested advantageously 
last year the annual increment in the funds is small com- 
pared with the total assets, and the improvement in 
average yield modest. Experience so far this year sug- 
gests that the slowly rising trend of net yields may be. 
expected to continue. It will be noted that some offices 
show net yields differing materially from the average. 
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THE 


PROVIDENT 


ASSOCIATION OF LONDON LTD. 


issues attractive Policies for 

ENDOWMENT & WHOLE LIFE 
ASSURANCES 
EXECUTIVE PENSION SCHEMES 
GUARANTEED & OTHER ANNUITIES 
CAPITAL REDEMPTION 
EDUCATION OF CHILDREN 
HOUSE PURCHASE 
ETC. ETC. 





Enquiries invited from Insurance Brokers. 


PROVIDENT HOUSE 
246 BISHOPSGATE, LONDON, E.C.2 











Sawa 


STANDARD LIFE 


ASSURANCE COMPANY 


New Life Assurances effected during the three 
years ending 15 November, 1950 (including Group 
Life Assurances) 


1948 
£18,580,000 


1949 1950 
£22,210,000 £23,380,000 


Head Office: 3 George St Edinburgh 


Branches throughout the United Kingdom, Ireland, Canada, 
the West Indies and Uruguay 























SECURITY for your family and yourself 
PROTECTION for dependants if you die 
INDEPENDENCE when you retire 


All these—and more—can he made certain 
by taking appropriate life assurance with 


THE 
ScorTtisH 
PRoviDENT 


INSTITUTION 
HEAD OFFICE: 6 St. Andrew Square, Edinburgh 2 


Branches throughout the British {sles 


FUNDS EXCEED £28,000,000 


Our representatives are trained and ready to 
give skilled advice—without any obligation on 
your part 








































IN 1841 


the “W. & G.” was formed. Its beginning 
was lowly in one small office. 


TODAY 


it is represented throughout the country. 
It is a Mutual Society, built up steadily through- 
out the years from within its own resources. 
Although over a hundred years old the 
“'W. & G.” is young in endeavour and Is 4 
keen, live institution. The “W. & G.” is 
proud of its service to the public for over 4 
century. In the times ahead as in the past it 
will serve its policyholders faithfully and 
efficiently. 


All classes of Insurance Business transacted 


WESLEYAN & GENERAL 
ASSURANCE SOCIETY 


Chief Offices: BIRMINGHAM 
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c) Excluding redemption fund assets. 


(a) Excluding industrial tife funds. 
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COMPANY MEETINGS 





FINANCE CORPORATION FOR 
INDUSTRY LIMITED 


CONTRIBUTION TO INDUSTRIAL PROGRESS 
PROBLEMS ARISING FROM REARMAMENT PROGRAMME 
SMOOTH-WORKING INDUSTRIAL MACHINE ESSENTIAL 
NATIONALISATION v. PRIVATE ENTERPRISE 
LORD BRUCE ON NEED FOR GOOD SENSE 


The sixth annual general meeting of 
members of Finance Corporation for Indus- 
try Limited was held on July 25th in the 
Conference Hall of The Chartered Insurance 
Institute, 20, Aldermanbury, London, E.C., 
the Rt. Hon. Viscount Bruce of Melbourne, 
P.C., C.H., F.R.S. (the chairman), presiding. 


The chairman said:—Gentlemen, the 
notices which we sent out were signed by 
Mr A. E. Owen, the secretary of the com- 
pany. Unhappily, Mr Owen died on July 
i4th. He had been secretary for some three 
years, he rendered very great service to the 
corporation, and his death is a very deep 
loss to all of us. 

You will have observed that during the 
year there have been a number of changes 
in the board, 

In December last Sir Thomas Frazer, 
having retired from his position as general 
manager of the North British and Mercan- 
tile Insurance Company and proposing to 
live in the country, intimated that he felt 
he could no longer continue his active asso- 
ciation with the corporation. About the same 
time, Mr Ivan Spens, owing to increasing 
responsibilities in other directions, indicated 
that he felt he could no longer devote the 
time he felt desirable to the corporation’s 
affairs. More recently Lord Westwood 
informed me that he was desirous of lighten- 
ing the burden he was carrying and did not 
wish his name to be submitted for re-election 
to the board. 


These resignations your board has accepted 
with deep regret. Sir Thomas Frazer, Mr 
Ivan Spens and Lord Westwood were all 
original directors when the corporation was 
ormed, I am sure it would be your wish 
that I should convey to them your deep 
appreciation of the valuable services they 
have rendered to the corporation during the 
early and formative years of its existence. 
To this appreciation I desire to add my 
thanks and deep gratitude for the help and 
encouragement they have so generously 
extended to me during the years since I 
became chairman. 


Against these losses, we can set off the 
return to our ranks of Sir Robert Sinclair, 
after his highly successful term of duty as 
President of the Federation of British Indus- 
tries and the acceptance of seats on the board 
by Sit Archibald Forbes and Mr Pollen. To 
them on your behalf I extend a very warm 
welcome. 


ADVANCES AND COMMITMENTS 


From the balance sheet you will see that 
the investments by way of loans and partici- 
pations at cost less amounts written off 
totalled £54,506,992. You will also have 
observed from the first note that at March 
3ist the company had undertaken to make 
further loans amounting to £13,945,000. The 
actual advances and commitments at that 
date therefore totalled £68,451,992. 


The comparable figures twelve months 
before were investments {£32,702,386, 
commitments £34,160,255, total £66,862,641. 


These figures, however, require a little 
explanation, The 1950 figures included the 


full amount of advances and commitments 
to the iron and steel companies, amounting 
to £53 million. The 1951 figures include 
only the actual advances of £40,175,000. The 
£13 million of commitments in respect to 
which advances had not been made have been 
eliminated, owing to the fact that these 
commitments were cancelled after February 
15, 1951, when the iron and steel companies 
were vested in the British Iron and Steel 
Corporation, as a result of nationalisation. 


The actual figure of advances (less amounts 
written off) and commitments at the date of 
the balance sheet, apart from the £40,175,000 
which is repayable in cash by the Iron and 
Steel Corporation, was £28,276,992, against 
a comparable figure of £13,812,641 last year. 


I do not think there is anything else in 
the balance sheet calling for comment. 


In the profit and loss account, you will 
see that the result of the year’s operation is 
that we have shown neither a profit nor a 
loss. The reason for this somewhat remark- 
able result is to be found in Note 4 on the 
balance sheet. From the directors’ report 
you will see that the available balance of 
income has been applied in writing down 
our investments. Whether or not losses will 
be incurred up to or beyond the amounts 
written off it is not possible to estimate at 
present. 


That briefly is the position on the profit 
and loss account and it arises from the nature 
of the business which your corporation con- 
ducts, combined with the necessity to prepare 
accounts for the relatively short period of 
one year. However, taken with Note 4 on 
the balance sheet and the statement in the 
auditors’ certificate that “ investments by way 
of loans and participations include interests 
in companies in the development stage, upon 
the value of which we are unable to express 
an opinion” it may have caused a certain 
feeling of concern. 

It is desirable that I should give some 
explanation of the position to the share- 
holders, while at the same time drawing 
attention to Note 3 on the balance sheet, 
which from my later remarks will be seen 
to be of considerable importance in relation 
to Note 4. 


BOARD’S POLICY 


Twelve months ago, in my address at our 
annual meeting, after giving figures with re- 
gard to the advances made and our commit- 
ments I suggested that, from the facts I had 
given, shareholders would appreciate that our 
affairs cannot be considered on an annual 
basis—as is customary in respect to most 
financial concerns—but must be judged over 
a period of years. The reason why this has 
to be done is that the corporation’s advances 
are in most cases financing either the expan- 
sion programmes of existing businesses or 
the development of entirely new activities in 
the U.K. economy. In respect to such pro- 
jects—which take a period to materialise— 
it is impossible to assess the results until they 
are in production on a commercial basis. 
In these circumstances it is extremely difficult 
to determine, save over a period of years, 
how successful or unsuccessful the opera- 





Accordingly we consider that the 
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tions of the corporation may have 5 


PlOper 
any ner 
owa of 


policy for the time being is to apply 
surplus of income in the writing d 
such holdings. 


I can, however, give you certain facts ys 
regard to the present state of the 0 
tion’s affairs which will enable sha; 
to form their own judgment. 

At a previous meeting I pointed oy: ; 
you that our policy was to make advan: 
to projects for expansion or new devel, 
ment, at as low a rate of interest as we 
possible during the period of constructs. 
and equipment. I pointed out that whan 
we made these advances it was our practi» 
to take conversion options in the equity 9; 
the ventures, so that if our pioneering effo,-, 
should prove successful we would receive 4- 
adequate reward for the risks we had to take 

I would now iike to give you som 
examples of how this has worked oy: -- 
practice. ‘yi 


All of you will have observed during +h: 
last few days that F, Perkins Limited o: 
Peterborough, the diesel engine manufic. 
turers, is mow approaching the marker f) 
the provision of the finance required for th: 
extremely progressive and successful bys. 
ness. As a result of the provision of th 
permanent finance through the market, the 
advances made by F.C.I. to F. Perkin; 
Limited will be liquidated and a substant; 
profit should accrue to F.C.I. through js 
holding in the equity of the compan; 
acquired partly by conversion rights ani 
partly by cash subscription. I suggest thy 
the amount of fimancial assistance we hive 
accorded to this business, supported by ic 
equity of only some £100,000, could m 
have been provided by any organisation ic 
the City other than F.C.I. The great bus.- 
ness, particularly in the export trade, thir 
F. Perkins Limited is now transacting, ani 
which I am confident will continue 
expand, is of great benefit to the whole UK 
economy and more than justifies the action 
of your board. 


Corpor } 


eholde 


IRON AND STEEL INDUSTRY‘ 


I now turn to the position with regard to 
the advances we have made to the iron and 
steel industry, 


Our policy there was also to provide loan 
at the lowest possible rate of interest during 
construction and equipment, with conver- 
sion rights in the equity should the venture 
prove successful. The advances to iron and 
steel companies to which we were committed 
as I indicated earlier totalled no less this 
£53 million and in fact £40 million had bees 
advanced when vesting day arrived. Attache: 
to these advances were valuable conversion 
rights in the equity of the companies con- 
cerned, 


In the case of the Steel Company 
Wales alone, these conversion rights are U9 
to £10 million in the equity of the comp2ny 


We are at the moment negotiating wit 
the Iron and Steel Corporation to determin: 
the compensation payable to us under th 
Iron and Steel Act in respect of the conver 
sion rights of which nationalisation 51 
deprived us. These negotiations are Deis 
actively pursued and we anticipate that ‘© 
result will be the payment to F.C.I. 0! 4 
substantial amount for compensation. 

The amounts accruing to F.C.I. in respe' 
to our equity conversion rights in the irs 
and steel companies and the profits we W": 
derive from the transfer to the market > 
our advances to F. Perkins Limited, W' 
constitute a buffer against any loss that ™) 
arise in respect to our existing commitment” 
—to which I will refer later—and shou 
such losses not materialise will constuul& * 
valuable reserve against our future ope‘ 
tions. 
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fHE ECC 
PETROCHEMICALS LIMITED 
1 will now deal with our other investments 
We commitments. an 
1, the directors’ report we indicate that 
he ultimate value of some of our invest- 
- < in the companies im the development 
- cannot yet be measured. The out- 
é ~ ng example is Petrochemicals Limited, 
hich the corporation has made large 
inet This company was formed to 
a ve the catarole process and to develop 
“ sroduction of a wide variety of chemical 
oducts from petroleum, The advice which 
‘our board received was that this was a field 
“th creat possibilities which the U.S.A. was 
iy developing and in which it was of 


al importance that Britain should 


{ 


ticipate. 

Mier obtaining the best possible scientific 
ce as to the soundness of the proposals, 
+ directors agreed to participate in the 


finance. 


In its conception the project was divided 
oto two parts—a primary plant to produce 
certain basic chemicals and subsidiary plants 

croduce what are generally known as 
“end products.” The primary plant was not 
expected to do much more than eata depre- 
caton and interest on the capital employed. 
The subsidiary plants were to produce 
chemicals of high commercial value which 
could be marketed on a most temunerative 


hoc 
t 


4 predominant part of the loan finance 
for the plant has been provided by F.C.I. 
The ordinary capital, amounting to approxi- 
mately £2,750,000, has been found from 
oiher sources, with a limited participation by 
FCI 

Like most large-scale new projects in these 
days—and particularly in the extremely com- 
rlex chemical industry—the cost has far 
exceeded the original estimates. Your direc- 
iors are providing the finance necessary to 
brag the primary project through to the 
full operational stage. That stage has not 
yet been attained but will it is be 

red by the end of the year. In the mean- 
ume We believe that the company is justi- 
ned in claiming that the scientific soundness 

' the basis on which the plant has been 

neeived is now established. What has still 

be demonstrated is whether the basic 
products can be produced at a profitable and 
competitive price, not only under present 
cond.tions but in face of a recession. By 
‘as ume next year we should have a clearer 
pcture of the operational efficiency of the 
pant and its commercial possibilities. 

“0 project of this magnitude in a new 
centific held can be financed without risk 
#< Werefore some anxiety and concern to 
‘hese responsible. I am not going to indulge 
* prophecy today, Nevertheless, although 

Té is no direct comparison, since there 
aie major differences in character, it is not 
“Ouy ireievant to refer in this context to 
: at T heard eighteen months ago with 


‘td to the investment that F.C.I. had 
mace in Ultramar, 


THE ULTRAMAR INVESTMENT 


The same gloomy predictions were made 
any of our shareholders had great 
““ety with regard to the Ultramar invest- 


ment, 


“at. Today the position is that the 
sae _ of our advances have been re- 
vem, feducin ; 

£1.100.000 ing the amount outstanding to 


1 am certain that this balance 
Paid, together with all the accrued 
Which we agreed to postpone. 

‘eve that the action of F.C.I. in assist- 


wll be repai 
Merest 


I bel 


"e in the financing of Ulteamar itical 
snc aed We ean es 
Venezue i 

believe re project for Britain. Equally I 


at the investment in Petrochemicals 


Limited was the carrying out by F.C.I. of 
the task it was set to perform, 


Having dealt with what I would describe 
as the “domestic affairs” of F.C.I., I now 
turn to wider questions which must affect 
our operations in the future. Before doing 
so I must make it clear—as I have had to 
do on previous occasions—that I and I alone 
take the full cesponsibility for what I am 
about to say. 


Our activities cannot be separated from the 
financial and economic conditions prevailing 
in the country. 


EFFECT OF REARMAMENT PROGRAMME 


Since our last meeting, the Government 
has announced its rearmament programme of 
£4,700 million over the next three years. 


Apart from the financial burden involved, 
this places a tremendous strain on industry. 
To meet it, vast problems of manpower, raw 
materials and capital investment have to be 
faced and solved if the rearmament pro- 
gramme is to be carried through side by 
side with the maintenance of the necessary 
flow of exports upon which our whole 
economy depends. 


All these difficult questions are receiving 
the consideration not only of the Govern- 
ment but also of the Federation of British 
Industries, the Council of the T.U.C., and 
many other bodies associated both with 
management and employment in industry. 


I do not desire to detract from all these 
earnest and I believe devoted efforts. Neither 
do I propose to attempt to deal with the 
multitudinous issues involved. I desire 
solely to address myself to the one point on 
which in my view all the others depend. 


NEEDS OF THE NEW WORLD 


Without an efficient, generally accepted 
and smoothly working industrial machine, 
our task is an impossible one. Unhappily at 
the moment that is just what we do not 
possess. At this time, when we are facing 
the greatest economic crisis in our history, 
we are hopelessly divided as to whether the 
basis on which that machine should operate 
should be government ownership or private 
enterprise. This question has become a 
political issue and unquestionably will play 
a major part when an election comes. This 
is wrong, and would not be tolerated if the 
people really understood the facts. 


The first. one is that we are living in a 
new world, requiring clear and constructive 
thinking. Accepted theories and current 
shibboleths have to be critically examined 
and where necessary ruthlessly discarded. 
The reason for this is that two world wars 
have completely destroyed the equilibrium 
of the financial and economic systems which 
had been built up prior to those wars. As a 
result, nations have been forced to adopt 
national economic policies for which the 
governments of individual countries are 
responsible and of which governments have 
to ensure the implementation. 


This necessity has been recognised and 
acted upon by all countries, irrespective of 
whether their internal economies are based 
on the theory of government ownership or 
private enterprise. In face of this, the activi- 
ties of private enterprise have to be con- 
ducted within the overall national economic 
policy. 

Nowhere is this more clearly marked than 
in the United States, where in respect. to 
agriculture control and direction is es rigid, 


if mot more so, than in any country outside. 


the Iron Curtain. 


In this new world, with all the changes 
that have come about, are we not being 
extraordinarily stupid in allowing this ques- 
tion of nationalisation versus private enter- 
prise to become a great political issue ? Can 
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we not exercise our traditional British 
commonsense and political instinct and 
recognise that neither one nor the other is 
the answer to our difficulties and that each 
has its part to play ? 


For certain great utilities, public ownere 
ship is probably the right answer. Produc- 
tion, particularly of consumer goods and 
goods entering into international trade, is 
clearly a field for private enterprise. 


I again remind you that under modern 
conditions the activities of private enterprise 
must be integrated into the overall national 
economic policy. Here once more I feel we 


are not living up to our reputation for good 
sense. 


I suggest the answer has been found of 
how, while retaining the experience, initia- 
tive and vision of private enterprise, to 
integrate it into the overall economic policy 
and to achieve in a whole industry the co- 
operation of the government, management, 
trade unions and employees. 


THE MARGAM PROJECT 


I refer to the iron and steel industry, Last 
week I was privileged—as probably were 
many of you—to attend the inaugural cere- 
mony of the Steel Company of Wales at 
Margam. All who did so must have been 
deeply impressed by what has been achieved. 


In May, 1945, Mr Churchill invited the 
Iron and Steel Federation to prepare a plan 
to meet Britain’s needs for iron and steel 
over the next five years. In response to that 
invitation, the Iron and Steel Federation—a 
body composed of all the great iron and steel 
companies—prepared a plan of modernisation 
and expansion, providing for a capital expen- 
diture of £160 million, which has since been 
increased to £240 million. This plan, with 
certain modifications, was approved by the 
Iron and Steel Board which had been set up, 
composed of representatives of the Govern- 
ment, private enterprise, trade unions and 
consumers, under the chairmanship of Sir 
Archibald Forbes. Embraced in this scheme 
was the £60 million project for the Steel 
Company of Wales, sponsored by four of the 
great steel companies. The public, through 
the great issuing houses of the City, contri- 
buted £15 million and F.C.I. no less than 
£35 million towards the required finance. 

I regret that the speeches which were 
broadcast to the nation at the inaugural cere- 
mony paid no tribute to the initiative and 
vision of private enterprise’ and private 
finance, which was responsible for this 
valuable development. I am confident that 
this great industrial plant will provide an 
ever increasing source of production, emplov- 
ment and profit. I trust that when it does 
politicians will not forget and will in fact 
admit that its success is f on private 
enterprise and private finance and will not 
be tempted to claim it as evidence of the 
success of nationalisation. 


The achievement at Margam should be an 
inspiration to British industry. I go furthet 
and say that the organisation and co-opera- 
tion which was achieved in the iron and 
steel industry should be the model for other 
industries. On such a foundation I believe 
we can build the industrial machine—to 
which I referred earlier as being essential 
if we ate to reconcile the needs of rearmament 
and the e trade and overcome the 
tremendous financial and economic problems 
that face us. 


The report and accounts were adopted. 


The retiring directors (Sir John Morison, 
C.A., Sit Archibald F. Forbes, Mr J. A. 
Pollen: and Sir Robert J. Sinclair, K.C.B., 
K.B.E.) were re-elected, and the fee of the 
auditors (Messrs Deloitte, Plender, Griffiths 
and Company) having been duly fixed, the 
proceedings terminated with a vote of thanks 
to the chairman, directors and staff. 
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THE 


AUSTRALIAN ESTATES COMPANY 


INCREASED PROFITS DUE TO HIGH WOOL VALUES 
THREAT OF COMPETITION FROM NEW SYNTHETIC PRODUCTS 


The annual general meeting of The 
Australian Estates Company, Limited, was 
held on July 12th at 96, Leadenhall Street, 
London, E.C.3. 


In the course of his review the Chairman 
s2id: 


The net profit for the year 1950 is 
£353,855 as compared with £247,156 for 
1949, and, after adding £144,237 brought 
forward from last year, there is an amount of 
£498,092 available for appropriation. 

In view of the good results, the board 
recommends a dividend of 9 per cent. and a 
special bonus of 3 per cent. on the ordinary 
stock. After paying dividends and making 
the appropriations set out in the profit and 
loss account, including the transfer of 
£60,000 to general reserve, the amount-to be 
carried forward to 1951 is £181,782. 


The increase in profits is due mainly to 
the extraordinarily high wool values which 
ruled during the year, bringing high returns 
to our sheep properties, and also good earn- 
ings from our agency department consequent 
upon the high prices for wool and stock. 

Expenses again rose and a very high sum 
for taxation has had to be provided from 
the year’s profit. This substantial rise in 
expenses (including in particular wages and 
salaries) is a disturbing feature as, should 
the prices which we receive for our primary 
products fall later on, it will be very difficult 
to secure a corresponding reduction in our 
overall expenses. 

A further disturbing feature is that the 
extremely high level to which wool prices 
have risen is bound to accentuate the pro- 
duction of substitutes; and there is every 
indication that new synthetic products, in 
particular those emanating from the United 
States of America, may be serious competi- 
tors during the course of a few years. 


PASTORAL 


Exceptionally heavy rains feil throughout 
the greater part of the year in nearly all 
areas of New South Wales, which resulted 
in floods and unhealthy conditions for sheep. 
Heavy loses were caused by blowflies, and 
wet weather interfered with the destruction 
of rabbits. 


Queensland also experienced continuous 
wet weather, resulting in a rank growth of 
grass on which stock did not do as well as 
usual, Blowflies were responsible for some 
loss of sheep in this State. 


The company’s total wool clip from all 
stations was 9,083 bales, as compared with 
9,328 bales in 1949. The cut per head was 
almost the same as for 1949 and the reduc- 
tion is due partly to the disposal of sheep 
from areas resumed, and partly to losses 
through blowfly. 


The average price realised for the wool 
clip was more than double that for 1949, 


The total number of sheep owned by the 
company shows a reduction on the previous 
year. ambing has again been disappoint- 
ing this year ; and it will be necessary to take 
energetic steps to try and restore our flocks 
to the previous level. The average price 
realised for sale sheep was higher than in 
1949, 


' RESEARCH 


The company’s research onganisation con- 
tinues to give valuable service to our sugar 
mills, and assists in our agricultural experi- 
ments at our stations in the South-West and 


North-West of Queensland. With the aid 
of research, our aim is to increase the 
number of sheep and cattle carried in those 
districts and to minimise the effects of 
severe drought. Scientific assistance is be- 
coming increasingly important in the man- 
agement of pastures, and problems of animal 
husbandry. Our research staff also works 
continuously on problems arising from the 
milling of sugar cane. 


SUGAR 

The sugar districts of Queensland experi- 
enced one of the wettest years on record, 
which caused many stoppages at the mills, 
and the season was prolonged into the be- 
ginning of 1951. Although every effort was 
made to harvest all the available cane, a con- 
siderable quantity had to be left standing, 
and it is estimated that at least half a million 
tons in Queensland could not be harvested, 
despite higher crushing rates than usual at 
the mills and special efforts by farmers. 


The total sugar production in Queensland 
during 1950 was 889,000 tons, as compared 
with over 896,000 tons in 1949, 


Planting and cultivation operations were 
made unusually difficult owing to continuous 
rain and it is expected that the 1951 crop 
will be lighter. 


AGENCY 

All branches of our agency section—wool- 
broking, produce stock and station, merchan- 
dise and insurance—as well as the sub- 
branches in Victoria and Queensland, again 
enjoyed a large turnover. The company’s 
Victorian produce business, comprising the 
auctioning of furred skins, hides, tallow and 
sheepskins, had an exceptionally good year. 


During 1950, new branches were opened 
at Longreach in Queensland, and at Mans- 
field, Yea and Kyneton in Victoria. 


We also acquired the whole of the shar 
in John McNamara and Co, Pty., Ltd, 
the largest stock-selling agents in Melbourne. 
This old-established and well-known busines 
will continue under the capable direction 
Mr Maurice McNamara, who is favourably 
known in all Eastern Australian States. He 
is being ably assisted by his son, Mr Keiran 
McNamara. 


The company’s agency connections in Vi 
toria and Queensland are now airy ca 
and the services rendered are of great value 
to clients. 


WOOL 
The total Australian wool clip for 
season July 1950-June 1951, was estima 


to reach 3,560,000 bales, which will slightly 
exceed the previous year’s clip. 


At the end of May 3,353,102 bales had 
been sold, which realised £616,238,187 at 
average price of 148.63d. per It 
likely that the Australian wool cheque will 
exceed £640,000,000 for the 1950-51 selling 
og as compared with £286,919,294 for 


In 1938-39, the last prewar year, the clip 


averaged 10.58d. per pound, and realised 
£39,123,031. : 


All wool-using countries competed through- 
out the season, Great Britain being the largest 
purchaser, and substantial quantities being 
taken by France, United States and Belgium. 

It is believed that the United States opera- 
tions had a very considerable influ on 


market during the season, although their pur- 
chases were not as heavy as expected. 
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A suggestion to allot a certain Portion of 
the Australian clip for defence purposes »” 
considered at a conference in Australi; 4, 
ing November, but no workable arrancs. 
ment could be agreed upon. -, 


At December 31, 1950, Joint 
stocks totalled 172,664 bales. ese were + 
be offered in the six months January-June 
1951, and have now nearly all been sold 1; 
is interesting to recall that, at July 31, 1945 
Joint Organisation holdings were 10 497 00) 
bales, of which 6,796,000 bales Comprised 
Australian wool. That this volume of woo) 
in addition to the yearly production of th, 
various growing countries, has been $0 ready 
absorbed at record prices indicates the sound 
statistical position of the industry today, y/ 
would seem to point to a further period of 
satisfactory prices, subject to the question of 
substitutes to which I have already referra4 


Organisation 


OUTLOOK 
New South Wales has had very little 


e ra 
since the beginning of 1951, and pastoraliss 
were becoming concerned at the dry con. 
ditions until relieved by falls at the end of 
May ; should these be followed up during 
the winter, the 1951 season should be sari. 
factory. 


Early in 1951, in order to deal with th 
rabbit menace, a disease known as Myx. 
matosis was deliberately spread among 
rabbits in some districts in Victoria and 
New South Wales. This was carried 5y 
mosquitoes, and the highest mortality amon 
rabbits was in areas adjacent to water. On 
our “ Buckiinguy” station, large number 
died from the disease and that property is 
now comparatively free from rabbits ; it did 
net spread on our other properties. The 
disease has diminished with cold weather and 
the drying up of water courses, but my 
recur later. This method of dealing wih 
the problem was the result of many years of 
investigation by the Commonwealth Scientific 
and Industrial Research Organisation which 
will continue the work when conditions again 
become favourable. 


Dry conditions exist in Queensland in both 
sheep and cattle districts, and it is likely thi 
it will not be a good year in that State. 


We expect, however, to have a good woul 

p, and to dispose of about the same number 

cattle as last year, although possibly ther 
condition will not be so good. 

The prospects in the sugar industry a 
for a reduced crushing, due to a long inter 
of dry weather at a time when rain Ws 
specially ne ; 


STAFF 


The company is fortunate in its staf in 
all departments, and their energy and abil 
have contributed materially to the good 
results. We pay special attention to suf 
welfare ; have a good provident fund; snd 
a sickness fund which bears the major portioa 
of hospital or medical expenses incurred 5) 
officers or their families. These funds - 
available, not only to the permanent = 
but to all the company’s employees ® 
stations, mills and stores, with whom goo 
relations exist. 


The company is again greatly indebted : 
Mr Colman for his very able and po 
leadership. The fine results achieved autits 
the last twelve ths are the result pas 
of his hard ee sgt ovo that period, but ar 
the excellent foundations which he has 
over a long period of years. The board com 
mends his services and those of his manag? 

colleagues most warmly to the shar? 
holders, il 

The re accounts were unanimous) 
ado pie G wghree formal business hav - 
been transacted the proceedings 
po nat a cordial vote of thanks !0 ™ 
an, directors and staff. 
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ROLLS-ROYCE LIMITED 


INCREASED DEMAND FOR PRODUCTS 
ADJUSTMENT OF CAPITAL STRUCTURE 
LORD HIVES’ SURVEY OF ACTIVITIES 


The forty-fourth annual general meeting 
of Rolls-Royce Limited was held on July 
4th at the Midland Hotel, Derby, the Rt. 
Hon. Lord Hives, C.H., M.B.E., D.Sc., the 
hgirman, presided. 

” The following is an extract from the state- 
ment by the chairman which had been circu- 
wed with the report and accounts: 

The operations of the company's various 
divisions during the past year have been 
cried on against a very unsettled back- 
sound. Whereas in the early part of 1950 
we were actively planning to widen our 
interests in commercial markets generally, we 
fnished the year with the emphasis once 
again on military work, 


REARMAMENT 


It could be anticipated that in the rearma- 
ment programme any expansion on aircraft 
engines would mean that Rolls-Royce pro- 
ducts would be in great demand. 

The major expansion plan for aero engines 
in this country is based on the Rolls-Royce 
“Avon.” The Ministry of Supply is arrang- 
ing to place direct contracts with the Bristol 
Aeroplane Company, Limited, D. Napier and 
Son, Limited, and possibly with the Standard 
Motor Company, Limited, to manufacture 
these engines. On our side, we are handing 
over unreservedly not only our designs but 
also our manufacturing technique and experi- 
ence for the use of the nation. We have very 
fnendly relations with all of these companies 
whereby we pool our manufacturing know- 
CL 

In the War Office rearmament programme 
the Rolls-Royce range of engines has been 
chosen for a large number of vehicles. Direct 
contracts have been placed on the Austin 
Motor Company, Limited, to manufacture 
additional engines. Here, again, all our de- 
signs and manufacturing technique and ex- 
perience have been made available to the 
hation. 

In addition to the increased demands for 
our products in this country, expansion is 
«80 planned in countriés where engines are 
ouut under licence. Im the U.S.A. it has 
cecn announced that the Chrysler Corpora- 
‘on will work with Pratt and Whitney to 
manufacture the J.48, which is a licensed 
‘gine. Increased demands are also being 
made on our licensees in Australia, Belgium 
and France, 

_ This year marks the tenth anniversary of 
ihe first flight made by a plane powered by 
a be turbine engine—the first Whittle 

The energy which your com 
, pany has put 
se the subsequent development of the ee 
‘“Toine engine has permitted, during the last 
‘tar, at least one of Sir Frank Whittle’s 
wtams to be realised, namely, the non-stop 
qansatlantic crossing e by the 
Pp ag aircraft at an average speed of 
ae rod per hour. Many of you will be 
Enelichs on this aircraft is a uct of the 
“ng ish Electric Company, Limited, and is 
ate by our “ Avon ” engine. 

Pies edition to the many military applica- 
be or the “Avon” engine there is every 
race ae peat it will, in due course, find its 
d Sen forare civil air liners. The Ministry 
fitted od 2 | emg. for a “ Comet” to be 
fight von " engines for development 

It has fallen to 5, « ” 
ene} your company’s “ Dart 
can whe the first propeller gas turbine 
sched which will make its appearance in 

‘duled airline use. The “Dart” is 


a7 


fitted in the Vickers “ Viscount,” a number 
of which have been ordered by British sJuro- 
pean Airways, who anticipate that the aircraft 
will be coming into use during 1953. 

The motor-car division has continued to 
operate under conditions which are both 
difficult and largely unpredictable. The 
reduction in purchase tax from 66% per cent. 
in April, 1949, resulted in a substantial and 
necessary improvement in the order book, 
but economic restrictions, and more latterly, 
those arising from the general material supply 
position, have limited production. It is too 
early to forecast the full impact of the recent 
budget which has reimposed the higher rate 
of purchase tax, but sooner or later the effect 
is bound to be serious, and it is hoped that 
the matter will be reviewed early enough to 
ensure that no permanent damage is done to 
us and other similarly placed manufacturers. 
In the meantime we are operating under 
worsening conditions of material supply and 
ever-increasing costs. 

During the past few years your company 
has been developing a series of medium- 
powered oil engines for industrial service. 

Good progress has been made in this new 
branch of the company’s activities in develop- 
ing a range of rationalised engines, with the 
maximum number of common parts, which 
are readily adaptable to a wide variety of 
applications. 


CAPITAL STRUCTURE 


The past year has seen two important 
events in connection with the capital structure 
of the company. The first was the issue of 
new capital by way of a Rights Issue to exist- 
ing stockholders. It had been apparent for 
some time that the introduction of more per- 
manent capital was fully justified by the very 
substantial increase in the scope of the com- 
pa’ activities compared with the years 

fore the war. 

The second event was the recent announce- 
ment that the board is recommending the 
issue of a scrip bonus which is designed [6 
bring the nominal capital of the compan 
more nearly in line with the capital employe 
This step is also overdue. 

The volume of turnover was practically 
the same as in the previous year, but much 
of it returned lower margins of profit. This 
was largely the result of rising costs, not 
only in respect of raw materials but also in 
the prevision of practically all essential 
services and supplies. We deferred as long 
as possible making any alteration in the sell- 
ing price of our motor-cars, but during Oe 
latter part of the ycai this became inevitable 
and increased prices were effective froin 
October. 


DIVIDEND 


Your directors have given a great deal o 
thought to the divicend which they shoyl 
recommend, having regard to the earnin 
record of the past, the problems of the 
present, and the possibilities of the future. 
The directors feel that the time has come 
when the stockholders’ contribution to this 
state of affairs should be recognised by 
modest increase in the dividend. Your 
therefore recommends a final dividend 
per cent. which, together with the 10 
cent. paid last December, will restore the 
rate of distribution to the 1938 level. 

The report and accounts were adopted. 

At the subsequent extra-ordinary seneral 
meeting the proposed increase of capital 
scrip bonus was approved. 
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ALLIED IRONFOUNDERS 


RECORD TRADING RESULTS 


The twenty-second annual general meet- 
ing of Allied Ironfounders, Limited, was 
held on July 19th at Caxton Hall, West- 
minster, S.W., Mr James Shaw (chairman 
and managing director) presiding. 

The following is an extract from the 
chairman’s circulated statement. 

The a of the group are given 
in the consolidated profit and loss account 
at £1,926,276 (last year £1,714,598). 

For some years now your directors have 
felt it incumbent upon them in the interests 
of the national economy to refrain from 
recommending any increase in the ordinary 
dividend, but they feel justified this year in 
recommending to you a final dividend of 114 
per cent., making 17} per cent. for the year. 
Since our revenue reserves now exceed in 
total the amount of the issued ordinary 
capital, on balance sheet values this dividend 
is slightly less than 83 per cent. on capital 
employed. If the total capital employed 
were computed at today’s money values the 
yield would be substantially less. 

It is quite clear that the present penal 
taxation cannot fail to enforce restzaint in 
future dividend payments and must in- 
evitably discourage investment in risk capital. 

The financial strength of the group is 
apparent when you compare the total cur- 
rent assets of £5233 608 with our current 
liabilities of £1,315,735 and our liability for 
income tax in January of next year of 
£701,528. 

With reserves at more than £2,500,000, 
the sharcholders’ interest in the group now 
exceeds £6,000,000. If our fixed assets were 
re-valued this figure of £6,000,000 would, of 
course, be correspondingiy increased. 


REVIEW OF THE YEAR 


The results reflect a successful year’s 
trading and are a record for the company 
both in volume of output and profit earning. 
This performance, over a period of labour 
and material shortages, coupled with rising 
costs without a proportionate advance in 
selling prices, is evidence of steadily increas- 
ing efficiency and productivity throughout 
the organisation. 

All our units have been profitably em- 
ployed during the year and harmonious 
working through all grades of our personnel 
has contributed to the advancement of those 
plans for development of which I have 
advised you in my previous annual reports, 

Our shipments abroad for the period 
created a record for the company, a con- 
siderable share of the trade being with dollar 
areas. 

Special visits have been made to Common- 
wealth and other countries which have led to 
a reorganisation in some of our represen- 
tation. We see good prospects of a further 
expansion of this trade. 

e efided last year fully employed in all 
our works and present orders will keep us 
busy for a long time ahead. © 

There is a shortage of some ¢ssential 
materiais and although our output has not 
so far been sefiously affected any further 
deterioration in the position would give 


cayse for ; 

‘$0 long as the housing policy of the Py: 
t Gov t {s maintained our goods 
wil be reabired and the means fo make 

Cue 2 available. 
¢ y * well equipped with re- 
sources which, normal times, would 
ensufe its success, and your directors plan 
t oy assets gag hanes We 
jursue programmes for improvement 
eve while sharing with you 
Eg AP nyt = 9 
to y em peace-time vities, 
Hi report was adopted. 
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THE A.P.¥. COMPANY 


GREAT DEMAND FOR PRODUCTS 


The forty-first ordinary general meeting 
the A.P.V. Company, Limited, was held on 
July 25th in London, Dr. Richard J. S. 
Seligman, Ph.nat.D., F.C.G.L, -F.Inst.Met., 
F.1.M. (the chairman), presiding. 

The following is an extract from his circu- 
lated statement: 

Once again I am privileged to present a 
very sausfactory report. The parent company 
earned a trading profit of £484,700 and the 
trading profit of the group amounted to 
£551,013. The contribution of your sub- 
sidiary companies amounted to £66,313. 

The balance sheet of your parent company 
discloses a strong financial position. Current 
assets amount to £2,829,495, against current 
liabilities of £1,385,606. The consolidated 
balance sheet shows that current assets exceed 
current liabilities by £1,495,651. This satis- 
factory liquid position will not be maintained 
in the future by reason of the fact that the 
additional capital raised last year was specific- 
ally for the erection and equipment of the 
new factory at Crawley, in respect of which 
no expenditure had been incurred at the date 
of the balance sheet. 

Last year I drew attention to the strains 
put upon your factories by the great demand 
for the company’s products, This difficulty 
has persisted and despite the appreciable in- 
crease in our turnover as compared with 1949, 
the orders on the company’s books at January 
1, 1951, were over 124 per cent. higher than 
in 1950 and have increased appreciably since 
then. Your company’s efforts to meet the 
national need for exports continued unabated. 
Despite competition the orders received from 
abroad amounted to over £1,250,000 and the 

export orders executed during the period 
have exceeded 37 per cent. of the total sales 
invoiced, 

Having dealt at length with the activities 

t the associated and subsidiary companies 
the statement continued: 


sf 


FUTURE PROSPECTS 


So far the facts and figures I have given 
you have, in the main, been favourable. Now 
[ must bring matters to your notice which 
carry a serious threat to the development 
and even the well-being of your company. I 
refer to the shortage of raw materials. As 
you will appreciate the raw materials used by 
your company are, for the most part, also 
the raw materials required for rearmament 
and it so happens that some of those most 
valuable to us are also those in shortest 
supply. This applies to some of your sub- 
sidiaries and notably to Paramount Alloys 
Limited, as well as to your main factory. 

Your board has of course kept before it 
the part which your company should play in 
the rearmament programme itself and close 
contact has been maintained with the 
Government departments concerned. 

The present output of your company is 
being achieved in the face of excessive difficul- 
ties arising from congestion and lack of space 
while the increased production necessary to 
enable us to give better deliveries is im- 
possible, Your directors decided that it 
would be desirable to concentrate the whole 
of its manufacturing activities in the new 
town being constructed at Crawley in Sussex 
and contracts have been entered into with 
the Crawley Development Corporation for 
the lease of 17 acres of ground on which our 
factory is to be installed. 

Building and the subsequent transfer of 
our work to the new premises is to be done in 
stages. Contracts have been let for the first 
stage of building and despite the interference 
of abnormally bad weather building is going 
on apace. 

The report was adopted and the ordinary 
dividend of 15d. per share was approved. 
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LONSDALE INVESTMENT TRUST LIMITED 


INCREASED REVENUE AND PROFIT 


MR T. L. McC. LONSDALE’S STATEMENT 


The fourth annual general meeting of 
Lonsdale Investment Trust Limited was 
held on July 25th at 22, Old Broad Street, 
London, - EC, Mr T. L.. McC. 
Lonsdale, the chairman, presiding. 


The following is the statement by the 
chairman which had been circulated with the 
report and accounts for the year ended 
February 28, 1951: 


There has been during the year a substan- 
tial improvement in the valuation of the 
Trust’s securities and in its revenue. The 
gross revenue of the Trust amounted to 
£176,003 against £158,020 last year, an 
increase of £17,983. The net profit, after 
payment of expenses, debenture interest and 
taxation, amounted to £86,668 compared 
with {£78,427 a year ago. After adding 
£3,822 representing refunds of taxation in 
respect of previous years arising from reci- 

rocal tax agreements, and £1,500 received 

rom a subsidiary company in respect of a 
previous year, and after paying the prefer- 
ence dividend and the dividend of 10 per 
cent. on the ordinary stock, the revenue 
balance carried forward is increased by 
£17,196. 


The revenue of the Trust included a divi- 
dend of 74 per cent. received from Robert 
Benson, Lonsdale & Co, Limited, the same 
as last year. After payment of this dividend 
the unappropriated revenue balance carried 
forward in Robert Benson, Lonsdale & Co. 
Limited is increased by £26,483. The com- 
bined revenue balances of the Trust and 
Robert Benson, Lonsdale & Co. Limited 
have therefore been augmented this year by 
£43,679 after allowing for taxation. 


Since the close of the year the ordinary 
stock units of Manchester Oil Refinery 
Limited, with which the Group has been 
closely identified since that company was 
formed, have been introduced on the Stock 
Exchange. In order to facilitate that opera- 
tion the Group has disposed of part of its 
substantial interest in the company. 
Manchester Oil Refinery Limited, which in 
its inception represented a pioneer develop- 
ment, now fulfils an important function in its 
particular industry. 


PETROCHEMICALS LIMITED 


Another large development interest of the 
Group, Petrochemicals Limited, has been 
undergoing teething troubles inseparable 
from setting up a complicated chemical unit 
and aggravated by the effect of inflation on 
the cost of construction. We are given to 
understand, however, that although there are 
still running-in problems, the operation of 
the plant is showing gradual improvement 
and its products are finding a ready market. 
There is no doubt of the importance of the 
future development of the _ petroleum- 
chemical industry, and we are confident that 
Petrochemicals Limited will ultimately prove 
itself to be a successful enterprise of national 
importance. It may be of interest to say 
that the Group’s investment in  Petro- 
chemicals Limited (included among 
unquoted securities) has been valued in our 
accounts as at February 28th at a low figure. 
This was done both as a matter of prudence 
and on account of the long-term nature of 
the project, but should not be taken as indi- 
cating any lack of confidence in the ultimate 
future of the company. 


According to present estimates it appears 
likely that the revenue from the Trust’s 


general investments during the current ya, 
will show an increase on last year’s figyrs, 


SUCCESSFUL ISSUES 


Robert Benson, Lonsdale & Co Limi 
has had a busy year and has again sponsor= 
a number of successful issues in widely vary. 
ing fields of oe and commerce. Thi; 
activity is being well maintained during th: 
current year. Much has already been said ip 
reports of industrial and other companic; 
about the depreciation on fixed assets being 
based for taxation purposes on historic: 
costs rather than on replacement valve; 
This factor together with the incidence of 
high taxation and inflation is forcing indys- 
trial companies more and more to seek 
fresh capital, not merely for developing their 
businesses but also for maintaining them » 
their present level. Up to date the capin 
market has been able to meet the demand; 
of industry. If, however, the factors referred 
to above continue to operate, the time wil! 
inevitably arrive when the demand for new 
capital will exceed the supply, with the resu!: 
that industrial activity may be restricted 


The report and accounts were unanimou;'y 
adopted. 





ELLAMS DUPLICATOR 
COMPANY, LIMITED 


LARGER TURNOVER 


The annual general meeting of Ellams 
Duplicator Company, Limited, was held oa 
July 23rd in London, Mr Frederick Ellam 
the chairman, presiding. : 

The following is an extract from his ar- 
culated statement for the year ending 
December 31, 1950: 

Since the last annual meeting both tur- 
over and net profits have shown improve 
ment, but in view of the uncertaintcs 
affecting both supplies and customers dc 
mands, it is difficult to make any forecast 0 
future results, except to state that the 
improved trend of sales which commenced in 
about the middle of 1950 is continuing. — 

The ever-rising cost of raw materials is 3 
serious factor, but equally serious is the diff 
culty of obtaining adequate supplies. We ar 
fortunate in having a keen purchasing depat'- 
ment which, together with an extensive and 
well-equipped laboratory and research se 
tion, has enabled us to overcome most of out 
difficulties and, at the same time, maintaa 
production and the high standard of quality 
with which the products of your compaty 
have always been associated. ‘ 

We have again considered it advisable ; 
increase our stock reserve by £10,000 an 
the general reserve by a similar amoun\ 
bringing it up to £125,000, Your directo 
have decided to recommend an increase 10 
the final dividend, making 33} per cent. for 
the year. 4 

As you will gather from the foregons, ce 
difficulties have not eased during the p 
12 months, and I particularly wish to eo 
our obligation to our staff in all grades, ¥” 
have continued to serve the organisation W! 
unfailing zest and loyalty and in thanking 
them on your behalf for their efforts, * 
proposed to allocate the sum of £3, © 
the staff fund. 

The report was adopted. 
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THE ECONO 


DESIA BROKEN HILL 
yi FLOPMENT COMPANY, 
LIM-TED 


RECORD SALES AND PROFITS 


first annual general meeting of 


The forty . ed uere 
heid in Northern 


ct mpany will be 
ghodesia on August 8th. 
The following is an extract from the state- 
ent of the chairman, Sit Ernest Oppen- 
cimer, circulated with the report and 
sauna for the year to December 31, 
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The year under review waS again a very 
essful one; in fact, the sales proceeds 
nd the resulting profits earned by your 


mpany both constitute a record. The 
demand for your company s products, par- 


Jarly zinc, continues to be very strong. 


TRANSFER OF CONTROL 


There are two principal reasons for trans- 
fering the seat of control from the United 
Kingdom. In the first place it was evident 
that an increase in administrative efficiency 
could be effected, and in the second it was 
possible to make a very substantial saving 

taxation by obviating the amount payable 

the United Kingdom by way of income 
tax and profits tax. Since virtually the 
whole of the company’s profits are made in 
Northern Rhodesia and an important part 
of ihe capital of the company is held outside 
he United Kingdom, this move was con- 
cdered entirely justifiable. 

The dividend payable in respect of the 
ear under review will be regarded as a free 
of wx dividend by the United Kingdom 
revenue authorities. Thus, although the 
declared rate of dividend for 1950 is 45 per 
cent, against 40 per cent. for 1949, it is 
necessary, in order to obtain a true compari- 

of the two dividends, to express the 
divdend for the earlier year in similar terms, 
and on this basis it would have amounted 

22 per cent. This is a non-recurring 
ature arising from the change of control 
and briefly is due to the fact that the dividend 

payable in respect of the final year during 
which the company was assessable to United 
Kingdom taxation (although by reference to 

¢ results of earlier years) and is therefore 
ceemed to be a distribution of taxed profits. 


TAXATION BENEFITS 


The measure of the taxation benefits 
nsing from the change of control is given 
ty 4 comparison of the proportion of profits 
ibsorbed by tax in the two years 1949 and 
0; the accounts show these figures to be 
‘pproximately 54 per cent. and 36.5 per cent. 
This saving is due partly to the lower rate 
‘income tax payable by the company and, 
® 4 greater extent, to the fact that it is no 
“nger liable for the payment of profits tax 
‘hich, incidentally, in terms of the United 
ingdom 1951 Finance Bill, is due to be 
mreased still further to 50 per cent. on 
distributed profits, 

iS ibe production of fused vanadic oxide 
iat enced in April of this year. As a 
‘ut of the serious world shortage of 
“Paur consideration is at present being 
Dake ? extending the activities of the Iron 
bleed me bg 4 view to supplying pyrites, 
wilh ie only in the company’s own 
Mes Pa a the copperbelt, to large scale 
Methane Union of South Africa. 
wa JUeical investigations are proceeding 
cma aioe to determining whether your 
rene wt ould undertake the production of 
hows ia 962 The profits for this year 
te ons anual improvement on those for 
there  sPOnding period of last year and 


a “ 's every indication that this improve- 
“mt will continue. 


NCHANGA CONSOLIDATED 
COPPER MINES LIMITED 


INCREASED PRODUCTION 


The fourteenth annual general meeting of 
this company will be held in Northern 
Rhodesia on August 8th. 

The following is an extract from the state- 
ment by the chairman, Sir Ernest Oppen- 
heimer, circulated with the report. and 
accounts for the year to March 31, 1951:— 

The transfer of this company’s control 
from the United Kingdom was effected with 
a view to bringing the seat of management 
and control to the territory where the mining 
operations afe carried on, so as to secure 
increased administrative efficiency ; a further 
benefit resulting from the move was the 
avoidance of the very heavy burden of 
United Kingdom income tax and profits tax. 

The dividend rate of 374 per cent. is not 
strictly comparable with that of 20 per cent. 
for the previous year, which would have 
been expressed at a considerably lower rate 
had it been paid under the same special 
circumstances as apply to this year’s dividend, 

During the latter part of the year under 
review, production of copper was running 
at the increased rate envisaged in the 1947 
extensions programme. Sales were increased 
and profits were further augmented by the 
rises which occurred during the year in the 
price of copper. The increased rate of pro- 
duction has also enabled unit costs to be 
kept down in a period of rising price levels. 

In order to maintain this increased rate 
of production, adequate coal supplies must 
be available. On the basis of foreseeable 
coal supplies it may be difficult to maintain 
the overall production of copper for the 
remainder of the year. 


EXPANSION PLANS 


Members will recollect that Mr S. S. 
Taylor, in his speech at the last annual 
general meeting, gave details of the proposals 
for further increasing the company’s produc- 
tion from 64,000 long tons per year, pro- 
vided by the 1947 extensions, to 108,000 long 
tons. Construction work on these further 
extensions, known as the third stage exten- 
sions, was commenced during the year under 
review and will, it is hoped, be completed 
towards the end of 1952, although, owing to 
increased supply and transport difficulties, 
it is possible this date may prove to be 
unattainable. 

The estimated total cost of these exten- 
sions was stated last year to be £5,700,000. 
Since that time a new forecast has been made 
of the future milling grade of ore, and in 
consequence it has been decided that the 
fourth unit of the Leach and Electrolytic 
plant will not now be required though it 
will be necessary to install additional wash- 
ing and flotation plant in the concentrator. 
The revision of requirements for the third 
stage extensions programme is expected to 
reduce the cost substantially. 

It is the intention to finance this and other 
capital expenditure commitments in part out 
of profits but mainly by raising fresh capital, 
and consideration is now being given to the 
form the additional finance should take. As 
a first step in providing finance out of profits 
£700,000 has been transferred to general re- 
serve during the year under review. 

It will be noted from the consulting en- 
gineers’ report that the ore reserves at March 
31, 1951, were estimated to be approximately 
137,000,000 tons, averaging 4.65 per cent. 
copper, including approximately 43,000,000 
tons in respect of the Nchanga West ore- 
body. The latter figure is based on a reserve 
calculated in 1931, and includes only part of 
the known ore contained in the Nechanga 
West ore-body, the balance being excluded 
because insufficient drilling had been done to 
justify an attempt to calculate the tonnage 
and grade with accuracy. 
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THE TRUSTEES 
CORPORATION, LIMITED 


A SUCCESSFUL YEAR 


The sixty-third annual general meeting was 
held on July 25th in London. Mr L. A. 
Stride, the chairman, in the course of his 
speech said:— 

The accounts in themselves are entirely 
satisfactory. 

Total revenue for the year amounted to 
£368,173, compared with £313,262 for the 
previous year, an increase of £54,911. Taxa- 
tion takes £138,416, as compared with 
£111,366 a year ago. We recommend a final 
dividend of 7 per cent. with a bonus of 2 
per cent., both less income tax, on the 
ordinary stock (making a total of 16 per cent.). 

Reserves and the carry-forward now 
aggregate more than £836,401, against the 
corporation’s total capital of £1,750,000— 
eloquent testimony to a sound past policy 
and present strong position. 

The Chancellor of the Exchequer has 
recently announced that by next October this 
country will have repaid in full the $425 
million American Reconstruction Finance 
Corporation Loan of 1941. He added that 
as a general rule such American securities 
as are vested in the Treasury and will then 
become released are to be retained in Trea- 
sury ownership, but in a few certain cases 
he may be prepared to consider resale to 
former British holders at current market 
prices. I would urge very strongly that in 
the interests both of the criginal holders, 
the taxpayers and the country, the Treasury 
should divest itself as quickly as possible of 
all such securities when October arrives. 

The formal business was transacted and 
the proceedings ended with a unanimous 
vote of thanks to the chairman, directors 
and staff. 





BRITISH BORNEO TIMBER 
COMPANY, LIMITED 
SATISFACTORY RESULTS 


The thirty-first annual general meeting of 
The British Borneo Timber Company, 
Limited, was held on July 26th in London, 
Mr H. W. Horner (the chairman) presiding. 

The following is an extract from his circu- 
lated address: 

The results for the past year may be 
considered satisfactory. ‘The indications that 
prospects as regards disposal and prices were 
good, to which I referred almost a year ago, 
have proved to be correct. Prices have 
advanced in all markets and the upward 
tendency continues, but, regrettably, largely 
for reasons connected with the international 
situation and the war in Korea in particular. 
Markets continue to be governed by the 
world shortage of timber for urgent peace- 
time uses and would be better without the 
added stimulus of the threat of war, which 
brings with it countervailing shortages and 
dislocations of costs of production, coupled 
with general uncertainty and lack of 
confidence. 

The net profit for the year is £62,625. The 
amount available for appropriation is 
£85,412. We have ahead of us an extensive 
programme for building up facilities for 
increased production, involving heavy ex- 
penditure, and it is necessary to continue to 
conserve our financial resources. The board 
have transferred £50,000 to general reserve 
and recommend a dividend of 20 per cent. 
This will leave a sum of £16,242 to be carried 
forward. 

The company is going ahead steadily with 
its programme of re-equipment. 

balance sheet reflects oved 


financial strength, but no greater than is 
necessary in present circumstances, 
The report was adopted. 
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TOERANGIE (SUMATRA) 
RUBBER AND PRODUCE 


MR A. L. MATHEWSON ON 
INDONESIAN PROBLEMS 


The thirty-ninth annual meeting of 
‘Toerangie (Sumatra) Rubber and Produce 
Estates, Limited, was held on July 26th in 
London. 

Mr A. L. Mathewson, O.B.E., the chairman, 
vho presided, after dealing with domestic 
iffairs and referring to the possibilities of a 
listribution by way of an interim and only 
dividend for 1949-50, went on to say: Latex 


stealing by our own workers has reached 
staggering proportions. The loss of crop is 
not limited to that stolen by the labourers, 


as we are informed that people from the 
neighbouring villages are illicitly tapping the 
rubber trees in our uncleared areas. The loss 
thus incurred cannot be estimated, but we do 
know that serious damage is being done to 
the trees by these intruders. The facts are 
constantly being reported to the local authori- 
ties, who seem powerless to take effective 
counter measures. 

Another serious problem is the large-scale 
illegal occupation of estate lands in East 
Sumatra. This infiltration of squatters has 
grown apace and so far the authorities have 
not taken effective action to stem the tide or 
to give the leaseholders like ourselves the 
protection to which they are entitled. 


A CRITICAL PERIOD 


As was to be foreseen, the early years of 
Indonesia’s independence are proving diffi- 
cult and indeed critical. There is, however, 
no doubt that patriotic and intelligent Indo- 
nesian leaders are under no illusion as to the 
very formidable political and economic diffi- 
culties to be surmounted if the new Republic 
is to avoid chaos and is to succeed in utilis- 
ing its rich matural resources progressively 
and adequately for the needs of its great and 
rapidly growing population. 


So far as Sumatra is concerned, perhaps the 
misuse of the trade unions by commuunistic 
elements and the wholesale theft of estate 
craps are the problems which by reason of 
their immediate and grave threat to economic 
stability may be signalised as most urgently 
requiring prompt and effective action by the 
new Government. 


SUBVERSIVE PROPAGANDA 


Subversive propagandists make great play 
of alleged “enormous” profits made by 
estate employers ; they keep dinning into the 
ears of estate workers—that they are under- 
paid and overworked and that they have been 
and ate still exploited by foreign capital. 
This company, which cannot be regarded as 
untepresentative of scores of others in the 
same field, has now worked its plantations in 
Sumatra for thirty-nine years and the net 
dividend paid during that period is no more 
than 34 per cent. in average. 

Needless to say, these unscrupulous agita- 
tors do not publicise to estate workers the fact 
that about half the value of all estate produce 
(except what is stolen. from estates and 
smuggled) goes in one form or another not 
no the owners but to the Indonesian Govern- 
ment, leaving the former to meet the entire 
cost of production, including all labour re- 
mumeration, as also home taxation, out of the 
other half. Nor are workers reminded that 
despite such a penal governmental levy on 
estate enterprise it is not their Government, 
but estate employers who provide them over 
and above their pay with free or heavily sub- 
sidised food and textiles, free housing, free 
medical care, besides benefits and 
amenities. 


ATTITUDE OF GOVERNMENT 

Undoubtedly the new Indonesian Govern- 
ment is aware of the prospect of tea pro- 
ducers, unable to meet enormously increased 
labour and other costs, being compelled, in 
the absence of prompt remedial measures, to 
suspend production ; and it cannot but be 
mindful of the precarious situation which a 
continuation of rising costs and falling world 


SPEAR AND JACKSON, LIMITED 


(Saw and Tool Makers) 
ANOTHER SUCCESSFUL YEAR 
CONTINUED DEMAND FOR PRODUCTS 
_ MR A. K. WILSON’S REVIEW OF ACTIVITIES 


‘Lhe forty-sixth annual general meeting of 
Spear and Jackson, Limited, was held on 
July 20th at Sheffield, Mr A. K. Wilson 
(chairman and managing director) presiding. 

The following is an extract from his 
circulated statement, 

The year 1950 has again been a successful 
one, both as regards sales and profits. The 
turnover for the group has again exceeded 
£1,000,000. Our Canadian and American 
subsidiaries have both enjoved a good year. 

Our registered office is once again at 
Aetna Works, Savile Street, and accommo- 
dates the whole of our staff. The move from 
“The Towers,” Sandygate Road, Sheffield 
10, took place in December. 

Considerable reorganisation has been made 
in the various manufacturing departments 
enabling the flow of work to be improved. 

Towards the: middle of the year under 
review there was a shortage of steel, giving 
rise to difficulties in processing it into billets, 
bars and sheets. These shortages, and 
delays in cogging and rolling grew greater 
and greater as the year progressed and have 
caused all concerned great anxiety. 

Costs of manufacture continue to increase ; 
coal and coke have risen to alarming pro- 
portions, and in their wake follow gas, 
electricity, oil, rail and haulage rates and 
materials of all descriptions, 

The accounts have been prepared on 
similar lines to those of last year. Certain 
modifications in wording and in layout which 
it is theught will make the accounts more 
easily understood have been introduced. 


PROFIT AND LOSS ACCOUNTS 


Consolidated Account of the Group—My 
opening remarks are reflected in the figures 
m this account. The trading profit of the 
group (after allowing for the small trading 
loss of a new subsidiary from the date on 
which it became a subsidiary) is £278,770 
compared with £210,649. The net profit 
after meeting all charges and providing for 
inter-company profits on unsold stocks, 
£5,000, and for the estimated taxation 
abilities on the profits of the year is 
£104,173 compared with £105,427. 

The balance carried to the appropriation 
account of Spear and Jackson, Limited, is 
£72,172 compared with £99,238, the reduc- 
tion being due to the heavier debit for taxa- 
tion and an initial contribution to the 
pensions scheme, inaugurated during the 
year, by way of a lump sum payment in 
respect of past service pensions. 

Appropriation Account of Spear and 
Jackson, Limited.—After bringing forward 
from last year, £26,153, and adding Spear 
and Jackson’s own profit, £69,142, and the 
net dividends from subsidiaries, £6,572, the 
amount available is £101,867 compared with 
£126,965 last year. 

The appropriations and recommendations 
of the directors are set out in the directors’ 
report. It has been thought fit this year to 


THE ECONOMIST, juty 23. j, 
prices for other estate products woulg 
for the country. Desirous as the Indone 
authorities are of attracting investment f. 
overseas they cannot fail to note and hia 
ate that capital which is now denied “i 
security and the prospect of fair row.) 
Indonesia is seen to be finding and 
employment in other countries. 
The report and accounts were idopted 
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make an initial appropriation of £15,000 ¢ , 
reserve to be used for the purpose of keepiny 
our plant and buildings up to date og +: 
most modern lines. i 


DIVIDENDS 


The dividend on the preference shares fy 
the year has been paid, which required 4 p= 
sum of £2,150. 

The directors recommend a dividend on 
the ordinary shares for the year of 17} pe 
cent. requiring a met sum of £15,159, 4 
against 15 per cent. requiring a net sum of 
£13,612 for last year. 

After giving effect to these appropriations 
and recommendations the balance to be 
carried forward to next year is £30,808, com. 
pared with £26,153 last year 























BALANCE SHEETS 


The form of these balance sheets is similar 
to that of last year and little comment is 
therefore necessary. 

Taxation liabilities on the profits of the 
year have been provided for and adequa: 
reserves made in respect of outstanding 
matters affecting excess profits tax liabilities 

The liquid position of the company nd 
of the group is again very satisfactory, 35 \i 
the position as a whole shown by the tvo 
balance sheets. 


PENSION SCHEME 


I referred to this in my last year's stite- 
ment. The resolution, which I proposed # 
the annual general meeting, was unanimous’ 
approved and the scheme is now operating 


GENERAL 


The difficulties encountered in the export 
trade, to which I made reference twar 
months ago, have not diminished. Nevet- 
theless, a high figure has been reached. The 
demand for our products remains as grew! 
as ever and production is not able to me: 
the demand. Many offers of new busites 
have had to be turned down, our main am 
being to try and satisfy our regular customers 
by sending them as much as possible. 

There is still a scarcity of labour 1 ™ 
sections of our works and every effort’ 
being made to encourage mew entrants, 


FUTURE PROSPECTS 


It is difficult and dangerous to forecast fit 
ahead under conditions as they exist to-diy 
However, for the first five months of 19 
the turnover has been maintained, and, 
unless something unforeseen occurs, ' 
current year’s prospects appear satisfactory. . 

Finally, I would express to the onan 
management, staff and employees, the oe 
appreciation for the high standard of ™ 
manship maintained and the output 0bt 
The report and accounts were adopted. 
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**K, HARGREAVES AND 
“COMPANY, LIMITED 


RESULTS AGAIN SATISFACTORY 
WORKS IN FULL PRODUCTION 


MR W. D'ARCY MADDEN ON THE 
, HEAVY ORDER BOOK 


The sixtieth annual ordinary general meet- 
of Hick, Hargreaves and Company, 
Limited, was held on July 25, 195 1, at Bolton. 

‘Mr W. D'Arcy Madden, chairman and 
managing director, who presided, said : — 

| am pleased to report that the results for 
ihe past year are again most satisfactory. The 
fnal profit, after taxation and all charges, is 

140,050, a moderate increase of 8 per cent. 
onet the previous very good year. 

In my speech a year ago I referred to the 
large undistributed profits accumulated in the 
reserve fund. At an extraordinary general 
meeting, held on March 28th last, it was 
decided to distribute a part of these profits 
and to issue one bonus share in respect of 
every five shares held, thereby imcreasing the 
capital of the company to £288,000 and re- 
ducing the reserve fund by £48,000. 


ig 


DIVIDEND POLICY 


Your directors have given very consider- 
able thought to the question of dividend for 
the past year and they have decided to recom- 
mend to you the payment of a final dividend 
of 13 per cent. (less tax) on the company’s 
ncreased capital. This will give a total dis- 
wibution for the year of approximately 4 per 
cent. (gross) on the capital actually employed 
in the business during the year, which cannot 
be regarded as in any way excessive, and it is 
felt that the increase now proposed is, in all 
the circumstances, fully justified. 

Your directors have under consideration the 
more equal distribution of the interim and 
final dividends. It may, therefore, be decided, 
in the future, to distribute a somewhat greater 
proportion of the total dividend as interim. 


SUBSTANTIAL TRANSFERS TO RESERVE 


As you see from the accounts, the transfers 

io the reserve funds are again substantial. 
{50,000 is added to the general reserve and 
another £50,000 is allocated to a new plant 
extension reserve fund, which we propose to 
dulld up to meet the cost of certain extensions 
to the works'which are now under considera- 
v08, It is not thought necessary to increase 
lurther the stock reserve, which now stands at 
£10,000. The stocks of raw material and 
inshed parts which we carry are turned over 
t Comparatively short intervals, and the 
amount reserved should, therefore, be 
sufficient to cover any unexpected deprecia- 
On in values, 

In consideration of the larger profit which 
nas been earned, the employees’ bonus is this 
ear increased to £14,000; thus, in accord- 
ance with our policy of profit-sharing, all the 
‘ompany's employees benefit from the higher 
Mofits. In addition, a grant of £5,000 is 
‘gain made to the benevolent and welfare 
ust fund. The capital of this fund has now 
veen built up to £30,000, 


IMPORTANT CONTRACTS 


tee works have been in full production 
re op the year and a heavy order book 
the Bre m™mportant power station contracts for 
Pek itish Electricity Authority covering con- 
. md pant and feed-heating equipments 
nt wed for commissioning at intervals from 
ete year to the end of 1956. We have 
lor hejortant contracts for the Admiralty and 
the ae Unistry of Supply in connection with 

‘™mament programme. We are fortunate 


"* €ngaged on work of national importance 

tobe. e 
we consequently, of high priority, but even 
"Our production js ever more dependent on 


adequate s lies of raw materials and on the 
deliveries of subsidiary parts and equipments 
from our suppliers and sub-contractors. 

The load on the engineering industry of the 
country is today enormous. There is no 
surplus of labour to draw upon, and the de- 
mand far exceeds the supply. With these 
limitations of both materials and labour it 
appears essential that some policy must be 
adopted nationally to ensure that both be 
utilised to the best advantage if essential 
production is to be maintained. 


COMPANY’S PREMIER POSITION 


The works and plant have been fully main- 
tained during the year. Your directors are 
now seeking authority to build and equip an 
additional heavy bay to the main engineers’ 
shop. This will enable us to deal with the 
larger power station equipment now contem- 
plated and will ensure the company maintain- 
ing its present premier position in the manu- 
facture of condensing plant and other 
equipment of the most up-to-date design and 
construction. 

In conclusion, I am sure you will wish me 
to express your thanks to all our staff and 
workpeople for their loyal and efficient service 
which has contributed so much to the excel- 
lent results of the past year. 

The report and accounts were adopted. 





TIMOTHY WHITES AND 
TAYLORS 


The twenty-second ordinary annual 
general meeting of Timothy Whites and 
Taylors, Limited, was held on July 19th in 
London. In the absence of the chairman, 
Mr Louis Nicholas, J.P., F.C.A., owing to 
indisposition, Mr G. I. Rushton (vice-chair- 
man and managing director) presided. 

The following is an extract from the chair- 
man’s circulated statement: 

The retail sales for the year exceeded 
those of the previous year and were the 
highest in the history of the companies. 

No decision has yet been given by the 
Whitley Council on the appeal by the 
chemists against the arbitrary reduction in 
May, 1950, from 33% to 16% in the “ on- 
cost” allowed to be charged on goods 
supplied under the National Health Service 
and, of course, this reduction adversely 
affected the group’s profits for the year. 

The trading profit and sundry income of 
the group for the year amounted to 
£1,135,360 as compared with £1,153,711 
for the previous year. The net profit for the 
year was £336,467 as compared with 
£335,668. 

The dividend on the ordinary shares has 
been maintained at 32} per cent. while the 
balance carried forward is £136,997. 

During the year several new businesses 
have been acquired and the fixtures in many 
shops modernised. 

The negotiations with the War Damage 
Commission on the claim for loss of the 
company’s warehouses and offices in . Ports- 
mouth were finalised during the year and 
the claim agreed at £250,288 which has been 
received by the Company. 

With regard to the current year I am 
pleased to say that up to the present sales are 
in excess of those of the corresponding 
period last year. 

The report was adopted. 





Orders and copy for the insertion 
Company Meeting reports must reac. 
this office not later than Wednesday 
of each week and should be addressed 
to:-— 
The Reporting Manager, 
The Economist, 
22 Ryder Street, S.W.1 
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AMALGAMATED DENTAL 


The forty-sixth annual general meeting of 
this company was held on July 27th in 
London, Mr C. Clifford Reeves, the chair- 
man, presiding. 

The following is an extract from his cir- 
culated statement for 1950:— 

I am able to report a satisfactory year’s 
trading over the widespread sphere of the 
company’s operations. Notable progress has 
been ma@®t in the overseas territories, with 
consequent benefit to the export business. 

The net profits for the year, before charg- 
ing taxation and after placing £5,550 to free- 
hold property reserve, are £510,315 (against 

589,274). Provision for taxation requires 

282,005 (against £316,404), leaving net 
profit £228,310 (against £272,870), from 
which the directors have placed {£100,000 
to general revenue reserve. 

In Great Britain the effect of the impact 
of the National Health Act, has in a degree 
subsided and we now approach a state of 
affairs which will enable us more accuratel 
to assess the demand as reflected by the call 
for dental professional services. The direc- 
tors are confident that unless our efforts are 
hampered by shortage of raw materials of 
rising costs, over which we have no control, 
the company may reasonably look forward 
to a period of successful trading. 

The year under review saw the issue of 
the — of the Monopolies Commission. 
In addition to an Order laid before Parlia- 
ment, the effect of which would be to 
prevent exclusive dealing and collective boy- 
cott, the Government has issued a White 
Paper with proposals of general application. 
These proposals would not only deai with 
the same matters but also would prevent 
your company, by direct contract, maintain- 
ing the normal end price fixed for its pro- 
ducts. 

The report was adopted. 





WILLIAM HANCOCK AND 
COMPANY 


EFFECT OF PROFITS TAX 


The sixty-fourth annual general meeting 
of William Hancock and Company Limited, 
was held on July 26th at Cardiff, Col. J. G. 
Gaskell, T.D., D.L. (chairman and manag- 
ing director), presiding. 

The followi are extracts 
chairman’s circulated statement. 

The year’s trading has resulted in a net 
profit of £71,977, compared with £78,474. 
The increase in profits tax on distributed 
profits imposed in the last two Budgets is 
mainly responsible for the reduced net profit. 
The trading profit is actually higher than last 
year at £253,379. 

The increased profit referred to is not due 
to imcreased beer sales—-this latter shows a 
slight decrease—but is due to improved 
trade in other branches of our business, such 
as the wine and spirit department and the 
hotels and managed houses departments. 

The directors recommend a dividend of 
14 per cent. against 16 cent. last year. 

This has been a diffcult year and so, I 
am afraid, will be the next. In this area and 
actually in almost all other areas, the price 
of beer has been increased by ome penny 
per pint, and the profit derived by this 
advance in price will be shared between the 
wholesaler and retailer- and the general 
public, the latter in the form of a slightly 
mereased gravity. I do not think this is 
likely to result in any increase in sales, on the 
contrary, the higher cost may mean a reduc- 
tion, but it does allow for a margin to meet 
the further costs in production which seem 
to be inevitable as a result of the Govern- 
ment’s failure to reduce their own expendi- 
ture which obviously requires high taxation. 

The report was adopted. 


from the 
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THE HONGKONG AND SHANGHAI 
BANKING CORPORATION 


(Incorporated in the Colony of Hong Kong) 





The Liability of Members ts limited to the extent and in manner presoribed by Ordiaance No. 6 
of 1929 of the Colony 

CAPITAL ISSUED AND pusty PAIO uP .- - « - $20,000,000 

RESERVE FUNDS STERLING . ° « - - £6,000,000 

RESERVE LIABILITY OF emeens - - - $20,000,000 


Head Office: HONG KONG 
CHAIRMAN AND cHier MANAGER: HON. SIR ARTH UR MORSE, C.8.E. 
London , Gracechurch Street, E.C.3 
London Managers: 8. A. Gray, mS, A. M. Duncaa Wallace, H. A. Madey, 0.B.E. 
ANCHES 


RANCH 

BURMA CHINA (Con.) INDIA MALAYA (Con) NORTH 

Rangoon Shanghai Bombay Kealsa Lumpur BORNEO (Con. 
CEYLON *Swator Calcutta @& Malacca Sandakaa 

Oolombo Tientsia INDO-OBINA Muar Tawau 
OHINA *Tsiagtac Haiphonz Penseg PHILIPPINES 
*Amoy DIAWA(CIAVA) Saigon Singapors lloilo 
*Oantoa Djakarta JAPAN Sings, Manila 
*Chetoo Surabais Kobe ( d Road) SIAM 
*Dairea EUROPE Tokyo Sungei Patani Bangkok 
*Foochow Hambarg Yokohama Teluk Ansoa UNITED 
*Bsakow Lyons MALAYA NORTH KINGDOM 
*Harbia HONG KONG Oameroa BORNEO Lendoa 
*Moakden Hoag Kong Highiand: Brenei Town USA. 
*Nanking Kowlooa Ipoh Jesselton New York 

Peking Mongkok Johore Bahru Kuala Belait San Francisco 


* Branches at present not operating. 
BANKING BUSINESS OF EVERY KIND TRANSACTED 
A comprehensive service as Trustees and Kxecutors is also undertaken by the Bank's Trustee 
Com i 


panies ia 
HONG KONG LONDON SINGAPORE 








ASSURANCE COMPANY LIMITED 


CHIEF OFFICE 
OXFORD STREET MANCHESTER | 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 


CITY OF BIRMINGHAM EDUCATION COMMITTEE 
COLLEGE OF TECHNOLOGY, BIRMINGHAM 
Depariment of Industrial Administration 


Applications are invited for the post of full-time Lecturer (man) 
in dinglish, in the Department of Industrial Administration. 

Applicants should be over 30 years of age, and preferably possess 
an Honours degree in English. Experience in industry, or in teaching 
English to students engaged in industry, is essential. 

The students concerned range from 18 years of age, studying 
engineering, etc., to adults with considerable industrial experience 
and responsibility. 

Salary in accordance with the Burnham (Further Education) scale 
for lecturers (men), £900 by £25 to £1,000. 

tba ternenene selected will be required to take up duty as soon as 
possible 

Further details and form of application may be obtained from the 
Registrar, College of Technology, Suffolk Street, Birmingham, on 
receipt of a stamped addressed foolscap envelope, and should be 
returned not later than 14 days after the appearance of this 


advertisement, 
Cc. McCAW, Clerk to the Governing Body. 


MinHeE Philips Group of Companies has” a vacancy in the Central 

Personnel Department at their head office in London for a man 
whose primary responsibility will be to foster within the framework 
of the established general personne! policy, the personnel relations 
with administration and other office staff in various establishments 
in this country. The function will include the development of schemes 
for training, merit rating, promotion, group incentives and other 
arrangements to promote the enthusiasm and team spirit of the 
staff, It will be interesting and offer scope for a man with. initiative 
and ambition. Candidates should preferably be between 25 and 40 
years of age, have a degree and experience of personne! management 
practice. Starting salary according to experience and qualifications, 
but in all probability not less than £700 will be paid to a suitable 
person, Applications should be sent to the Chief Persennel Officer, 
Philips Electrical Industries Ltd., Century House, Shaftesbury 
Avenue, London, W.C.2. 


purser German, good negotiating ability required for position 
open with London Ne age in their Continental department.— 
Applianata should send details of past experience and age to Box 709. 


INALS student Institute of Actuaries, 28, seeks post in statistical 

department stockbrokers; or in Commercial- Industrial Co., with 
management prospects, Public School, wide p sence education, plenty 
of initiative. Minimum £600 p.a.—Box 706 


| Fa se Wine Merchants, 2a, Duke Btreet (Manchester Square), 
W.1, are also party caterers. Welbeck 8808, 1864. 
ONEY isn't everytiing, even in adyertising, 
orgénisation are the first essentials. 


every stage of an advertising campaign, consult SAMSON CLARK & 
OO. LED., 57/61, Mortimer Street, London, W.1. MUSeum 50650. 


NOP-LEVEL Commercial Executive—background light mech. /elect. 
engineering—mass/special prodn. 6,000 employee class, seeks app. 

as G.M. or M.D. Effort has been 50/50 factory & commercial. Prefer- 
ence for active, flexible co. as against slow-moving big one.—Box 711. 


ruition tor BadC.EGON. 
































Ideas, drive and 
For sound guidance through 








Tuition for 


The canes beh im B.Sc. Econ, oe & | is a ares qualification for statistical, 
research and welfare work in commerce and try, and for teaching or administrativ- 
posts under —— authorities, etc. The seyret is open to all without University 
residence. vag Ay prepare for the three examinations at home under the ex 
guidance of Wolsey all (est, 1894) : fees are reasonable, and may be paid by instalments 
it desired. 
from the Director ot! 
Prospectus trom the Os WOLSEY HALL, OXFORD 
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‘IR JAMES MARSHALL-CORNWALL & PARTNERS, LIM 
5 St. James's Place, London, 8.W.1. require an intelligent. 
or woman, capable of draftin and handling credits, shipping Pre 
ments, invoices and the drafting of contracts. lary will oi 
accordance with experience and will be above scale for thas rt 
person. Apply in the first instance to the above address by post ' 
only. for application form. ut 


CITY OF LONDON COLLEGE, MOORGATE, E.c2 


Part-time evening lecturers in Economies are required ft), , 
session beginning September, 1951, Further particulars 
obtained | from | the Secretary. 


“THE UNIVERSITY OF LIVERPOOL 


Applications are invited for the post of Assistant Lecture; in 
Economic Histor f in the Department of Economic Science, a: 
initial salary of £450 per annum, with allowance for age, experian. 
and qualifications. 

Applications stating age, academic qualifications and experianca 
together with the names of three referees, should be received noi 
later than August 4, 1951, by the undersigned from whom furths, 
particulars of the conditions of appointment ums be obtained, 

June, STANLEY DUMBELL, Registrar 


A 


Van ha 








THE POLY TECHNIC, 309 REGENT STREET, Wl 
DEPARTMENT OF MANAGEMENT STUDIES 
Fut.-Time Day Courses: 


1. A one-year course for the Intermediate Certificata tn Manazy. 
ment Studies, leading to the Final examinations of al! ths 
professional Management bodies, 

2. One-month courses on Industrial Relations and Prod 
Session 1951-52 commences on Tuesday, September 18th. 


Part-time Day Courses: 
1, Courses for Office Supervisors, on one half day a week 





uctivity, 


2, Courses for Foremen and Supervisors, on ome half day 
fortnight. 
3. Courses on Work Simplification fn the Office, on one halt day a 


fortnight. 

4. Courses on Report Writing, on one half day @ fortnight, 

The above courses extend over a session of three terms, New 
courses begin each term, 

Session 1951-52 commences on Monday, 
EVENING CoURSES: 

1. The intermediate Certificate in Management Studies. There ts 
also a shortened part-time day and evening course. 

2. The Diploma in Management Studies, and the Final examina. 
tions of the Institute of Industrial Administration, the Institution of 
Works Managers, the Institute of Personnel Management, the Office 
Management Associaticn, the Purchasing Officers’ Association. 

Session 1951-52. commences on Monday, September 24th. New 
evening students will be enrolled on September 17th, 5.0-8.0 p.m. 

Prospectuses may be obtained Ma application to the undersigned 

A A JONES, Direct tor of Education, 


T].RAINEE PERSONNEL avitaee (female) required by well. 
known Fashion House, Applicants should be aged 23-30, and 
must be prepared to take one year training at recognised Instituts 
of Personne! Management Course, After training applicants must be 
willing to work anywhere in Britain, Good salary while training. 
Apply in writing to Box 708. 


{ACTORY, centrally situated in Edinburgh, one of the lowest 
rated cities in Great Britain, aggro 8 use as a printing works, 
approximately 21,000 square feet, existing use light industrial 
purposes, assessed rent £235, derated to No. ground burdens, 
electric lift, two loading banks, all in modern condition, approximate 
entry December. Permission to view from and offers to Shepherd 
and Wedderburn, 16, Charlotte Square, Edinburgh. 


y TINE is so easy to enjoy; see if you have a natural palate; enter 
the Wine-Tasting Competition. First prize, a week among te 


September 24th, 





vines. No charge whatever. Closing date for 1st Round is August 
30th! Don't delay!—Apply The Friends of Wine, 1, Vintners Plac 
London, E.C.4. 





‘ TATISTICIAN required for Personnel “Department of large 
factory. Applicants should be interested in personne! problems 
Academic qualifications desirable. Write giving full details ‘ 
Personnel Department, Osram-G.E.C,, Brook Green, Hammersmith 
W.6. ;. 
\ TORKS Accountant, A.C.W.A. (45), executive experience proces 
and engineering industties; especially in team research into 
cost reduction and control; seeks post here or abroad with scope fr 
original and constructive work.—Box 701 
“B gh Management Association requires 
educational and literary standards. Particulars (age, education, 
experience, qualifications and salary required) to the Chairman, 
Office Management Association, Management House, 8, Hill Street. 
London, W.1. 











“Becretary. Good 


eer ompempemeqvepetenniiia 


—Fire! | 


WHERE’S YOUR 


NU-SWIFT? 


The Worid’s Fastest Fire 
~ for every Fire Risk 
Pressure-operated by sealed CO, Charges 
NU-SWiFT LTD, «© ELLAND + YORKS 








In Every Ship of the Royal Navy 


ne 
ee es 








Pe inted in Great Britain by St. Crements Press, Lrp., Portugal St., x Kingowey, 
ut 22, Ryder Street. a James's, London, SW. US. 


London, W.C.2. weekl THe Economist 
Representative ; R. S. Farley, 111, Broadway, nd ‘ork, 6.—Saturday, July 2%, ! 









